
Management’s Statement on Responsibility for Financial Reporting__________________________________________________________________________________________________________________________

The management of Trustmark is responsible for the content and integrity of the consolidated
financial statements, related disclosures and other information included in this annual report.
The consolidated financial statements have been prepared in conformity with accounting
principles generally accepted in the United States applied on a consistent basis. The financial
statements presented include specific amounts determined using Management’s best estimates 
and judgments.

Management has established, maintains and relies on Trustmark’s accounting and related
systems of internal controls. These systems provide reasonable assurance that transactions are
properly authorized and recorded in the consolidated financial statements and safeguard the
corporation’s assets from material loss or misuse. Trustmark maintains an internal audit staff
that monitors compliance with the corporation’s accounting and internal control systems and
reports to the Audit and Finance Committee of the Board of Directors.

The Audit and Finance Committee of the Board of Directors, composed entirely of independent
directors, meets periodically with Management, internal audit and the independent auditors to
ensure that each is carrying out their responsibilities. The independent auditors, internal auditors
and members of Management each have full and free access to meet privately as well as together
with the Audit and Finance Committee to discuss internal controls, accounting, auditing or other
financial matters.

The consolidated financial statements of Trustmark have been audited by KPMG LLP,
independent auditors, who were engaged to express an opinion whether the consolidated
financial statements presented in this annual report fairly present, in all material respects, the
financial position, results of operations and cash flows of Trustmark for the periods presented.

Richard G. Hickson Zach L. Wasson
Chairman and Treasurer
Chief Executive Officer
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Independent Auditors’ Report__________________________________________________________________________________________________________________________

The Board of Directors and Shareholders 
Trustmark Corporation:

We have audited the accompanying consolidated balance sheets of Trustmark Corporation and
subsidiaries as of December 31, 2002 and 2001, and the related consolidated statements of
income, changes in shareholders’ equity and cash flows for each of the years in the three-year
period ended December 31, 2002. These consolidated financial statements are the responsibility
of the Company’s management. Our responsibility is to express an opinion on these consolidated
financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects, the financial position of Trustmark Corporation and subsidiaries as of
December 31, 2002 and 2001, and the results of their operations and their cash flows for each of
the years in the three-year period ended December 31, 2002, in conformity with accounting
principles generally accepted in the United States of America.

As discussed in Notes 1 and 7 to the consolidated financial statements, effective January 1, 2002,
the Company changed its method of accounting for goodwill and other intangible assets. Also, 
as discussed in Notes 1 and 4, effective January 1, 2000, the Company changed its method of
accounting for derivative instruments and hedging activities.

Jackson, Mississippi
January 20, 2003
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($ in thousands)

December 31,_______________________________________

2002 2001_______________ _______________

Assets
Cash and due from banks (noninterest-bearing) . . . . . . . . . . . . . . . . . . . . . . . . $ 357,427 $ 328,779
Federal funds sold and securities purchased

under reverse repurchase agreements . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23,957 137,521
Securities available for sale (at fair value) . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,262,570 1,061,495
Securities held to maturity (fair value: $578,150 – 2002;

$820,917 – 2001) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 549,197 792,052
Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,617,366 4,524,366
Less allowance for loan losses  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 74,771 75,534_______________ _______________

Net loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,542,595 4,448,832
Premises and equipment, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 104,113 97,158
Intangible assets (including goodwill of

$48,028 – 2002; $41,004 – 2001) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 119,643 116,691
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 179,204 197,811_______________ _______________

Total Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7,138,706 $ 7,180,339_______________ ______________________________ _______________

Liabilities
Deposits:

Noninterest-bearing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,251,240 $ 1,167,437
Interest-bearing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,435,056 3,445,928_______________ _______________

Total deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,686,296 4,613,365
Federal funds purchased . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 319,985 235,781
Securities sold under repurchase agreements . . . . . . . . . . . . . . . . . . . . . . . . . . 634,993 801,725
Short-term borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 275,959 558,687
Long-term FHLB advances  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 475,000 225,000
Other liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 66,939 60,337_______________ _______________

Total Liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,459,172 6,494,895

Commitments and Contingencies

Shareholders’ Equity
Common stock, no par value:

Authorized: 250,000,000 shares
Issued and outstanding: 60,516,668 shares – 2002;

63,705,671 shares – 2001 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,609 13,273
Capital surplus . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 188,652 66,083
Retained earnings  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 470,317 587,387
Accumulated other comprehensive income,

net of tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,956 18,701_______________ _______________

Total Shareholders’ Equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 679,534 685,444_______________ _______________

Total Liabilities and Shareholders’ Equity . . . . . . . . . . . . . . . . . . . . . . . . . $ 7,138,706 $ 7,180,339_______________ ______________________________ _______________

See notes to consolidated financial statements.

Consolidated Balance Sheets__________________________________________________________________________________________________________________________________________________________
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($ in thousands except per share data) Years Ended December 31,_______________________________________________________

Interest Income 2002 2001 2000_____________ _____________ _____________

Interest and fees on loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 305,709 $ 340,809 $ 344,576
Interest on securities:

Taxable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 89,562 123,971 133,742
Tax exempt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,867 9,463 7,703

Interest on federal funds sold and securities purchased
under reverse repurchase agreements . . . . . . . . . . . . . . . . . . . . 424 921 2,155

Other interest income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,390 982 –_____________ _____________ _____________

Total Interest Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 405,952 476,146 488,176
Interest Expense
Interest on deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 79,059 126,356 126,329
Interest on federal funds purchased and securities

sold under repurchase agreements . . . . . . . . . . . . . . . . . . . . . . 12,652 42,390 68,618
Other interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22,055 40,496 60,249_____________ _____________ _____________

Total Interest Expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 113,766 209,242 255,196_____________ _____________ _____________

Net Interest Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 292,186 266,904 232,980
Provision for loan losses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,107 13,200 10,401_____________ _____________ _____________

Net Interest Income After Provision
for Loan Losses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 278,079 253,704 222,579

Noninterest Income
Service charges on deposit accounts  . . . . . . . . . . . . . . . . . . . . . . . 50,056 46,769 41,883
Other account charges and fees . . . . . . . . . . . . . . . . . . . . . . . . . . 28,371 29,473 32,355
Insurance commissions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,837 11,635 10,043
Mortgage servicing fees  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,247 16,920 14,781
Trust service income  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,962 9,423 9,912
Securities gains . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,568 2,448 9,388
Gains on sales of loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,353 9,163 2,978
Other income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,524) 6,159 3,200_____________ _____________ _____________

Total Noninterest Income . . . . . . . . . . . . . . . . . . . . . . . . . . . 141,870 131,990 124,540
Noninterest Expense
Salaries and employee benefits . . . . . . . . . . . . . . . . . . . . . . . . . . . 119,801 110,540 100,253
Net occupancy – premises . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,088 11,576 10,404
Equipment expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,085 15,651 15,511
Services and fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 32,414 30,098 26,216
Amortization/impairment of intangible assets . . . . . . . . . . . . . . . . . 24,275 14,129 8,618
Loan expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,765 9,560 7,987
Other expense  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20,413 22,713 19,805_____________ _____________ _____________

Total Noninterest Expense . . . . . . . . . . . . . . . . . . . . . . . . . . 233,841 214,267 188,794_____________ _____________ _____________

Income Before Income Taxes and Cumulative Effect
of a Change in Accounting Principle . . . . . . . . . . . . . . . . . . . . 186,108 171,427 158,325

Income taxes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 64,968 60,146 54,124_____________ _____________ _____________

Income Before Cumulative Effect of a Change in
Accounting Principle . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 121,140 111,281 104,201

Cumulative effect of a change in accounting principle, net of tax . . . . . – – (2,464)_____________ _____________ _____________

Net Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 121,140 $ 111,281 $ 101,737_____________ _____________ __________________________ _____________ _____________

Earnings Per Share
Basic earnings per share before cumulative

effect of a change in accounting principle . . . . . . . . . . . . . . . . $ 1.95 $ 1.72 $ 1.53
Cumulative effect of a change in accounting principle, net of tax . . – – (0.03)_____________ _____________ _____________

Basic earnings per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1.95 $ 1.72 $ 1.50_____________ _____________ __________________________ _____________ _____________

Diluted earnings per share before cumulative
effect of a change in accounting principle . . . . . . . . . . . . . . . . $ 1.94 $ 1.72 $ 1.53

Cumulative effect of a change in accounting principle, net of tax . . – – (0.03)_____________ _____________ _____________

Diluted earnings per share . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1.94 $ 1.72 $ 1.50_____________ _____________ __________________________ _____________ _____________

See notes to consolidated financial statements.

Consolidated Statements of Income__________________________________________________________________________________________________________________________________________________________
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($ in thousands except per share data)
Accumulated

Common Stock Other____________________________
Shares Capital Retained Comprehensive

Outstanding Amount Surplus Earnings Income Total______________ ___________ _____________ _____________ ___________________ _____________

Balance, January 1, 2000 . . . . . . . . . 70,423,993 $ 14,672 $ 193,721 $ 444,999 $ 2,364 $ 655,756
Comprehensive income:

Net income per consolidated 
statements of income . . . . . . . . . – – – 101,737 – 101,737

Net change in fair value of
securities available for sale, 
net of tax  . . . . . . . . . . . . . . . . – – – – 7,922 7,922

Net change in fair value of cash flow
hedges, net of tax . . . . . . . . . . . – – – – (472) (472)_____________

Comprehensive income . . . . . . – – – – – 109,187
Cash dividends paid 

($0.51 per share) . . . . . . . . . . . . . – – – (34,629) – (34,629)
Repurchase and retirement 

of common stock . . . . . . . . . . . . . (5,668,971) (1,181) (99,492) – – (100,673)______________ ___________ _____________ _____________ ___________________ _____________

Balance, December 31, 2000 . . . . . . . 64,755,022 13,491 94,229 512,107 9,814 629,641
Comprehensive income:

Net income per consolidated 
statements of income . . . . . . . . . – – – 111,281 – 111,281

Net change in fair value of
securities available for sale, 
net of tax  . . . . . . . . . . . . . . . . – – – – 7,610 7,610

Net change in fair value of cash flow
hedges, net of tax . . . . . . . . . . . – – – – 1,277 1,277_____________

Comprehensive income . . . . . . – – – – – 120,168
Cash dividends paid 

($0.56 per share) . . . . . . . . . . . . . – – – (36,001) – (36,001)
Common stock issued in 

business combination . . . . . . . . . . 2,405,630 501 45,521 – – 46,022
Common stock issued, long-term

incentive plan . . . . . . . . . . . . . . . 620 – (8) – – (8)
Repurchase and retirement 

of common stock . . . . . . . . . . . . . (3,455,601) (719) (73,659) – – (74,378)______________ ___________ _____________ _____________ ___________________ _____________

Balance, December 31, 2001 . . . . . . . 63,705,671 13,273 66,083 587,387 18,701 685,444
Comprehensive income:

Net income per consolidated 
statements of income . . . . . . . . . – – – 121,140 – 121,140

Net change in fair value of
securities available for sale, 
net of tax  . . . . . . . . . . . . . . . . – – – – (3,845) (3,845)

Net change in fair value of cash flow
hedges, net of tax . . . . . . . . . . . – – – – (3,771) (3,771)

Net change in unfunded accumulated 
benefit obligation, net of tax . . . . – – – – (3,129) (3,129)_____________

Comprehensive income . . . . . . – – – – – 110,395
Cash dividends paid 

($0.62 per share) . . . . . . . . . . . . . – – – (38,210) – (38,210)
Common stock issued, long-term 

incentive plan . . . . . . . . . . . . . . . 65,712 14 668 – – 682
Repurchase and retirement of 

common stock . . . . . . . . . . . . . . . (3,254,715) (678) (78,099) – – (78,777)
Transfer to capital surplus . . . . . . . . – – 200,000 (200,000) – –______________ ___________ _____________ _____________ ___________________ _____________

Balance, December 31, 2002 . . . . . . . 60,516,668 $ 12,609 $ 188,652 $ 470,317 $ 7,956 $ 679,534______________ ___________ _____________ _____________ ___________________ ___________________________ ___________ _____________ _____________ ___________________ _____________

See notes to consolidated financial statements.

Consolidated Statements of Changes in Shareholders’ Equity__________________________________________________________________________________________________________________________________________________________
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($ in thousands)
Years Ended December 31,__________________________________________________________

2002 2001 2000_________________ _________________ ________________

Operating Activities
Net income  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 121,140 $ 111,281 $ 101,737
Adjustments to reconcile net income to net cash provided

by operating activities:
Provision for loan losses  . . . . . . . . . . . . . . . . . . . . . . . . . . 14,107 13,200 10,401
Depreciation and amortization  . . . . . . . . . . . . . . . . . . . . . . 36,871 26,864 20,909
Net amortization (accretion) of securities  . . . . . . . . . . . . . . . 1,062 785 (2,396)
Securities gains  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (13,568) (2,448) (9,388)
Gains on sales of loans  . . . . . . . . . . . . . . . . . . . . . . . . . . . (9,353) (9,163) (2,978)
Deferred income tax (benefit) provision  . . . . . . . . . . . . . . . . (5,104) 3,111 2,469
Cumulative effect of a change in accounting principle  . . . . . . . – – 3,820
Proceeds from sale of loans held for sale . . . . . . . . . . . . . . . . 1,059,396 1,235,114 494,867
Purchases and originations of loans held for sale  . . . . . . . . . . (1,138,231) (1,099,548) (700,696)
Proceeds from sales of trading securities . . . . . . . . . . . . . . . . – 990 130,575
Purchases of trading securities   . . . . . . . . . . . . . . . . . . . . . . – – (990)
Net increase in intangible assets  . . . . . . . . . . . . . . . . . . . . . (16,859) (25,037) (9,936)
Net decrease (increase) in other assets  . . . . . . . . . . . . . . . . . 22,972 (8,902) (37,022)
Net (decrease) increase in other liabilities  . . . . . . . . . . . . . . . (7,506) (5,916) 7,779
Other operating activities, net . . . . . . . . . . . . . . . . . . . . . . . 3,726 2,532 442_________________ _________________ _______________

Net cash provided by operating activities . . . . . . . . . . . . . . . . . . . . 68,653 242,863 9,593

Investing Activities
Proceeds from calls and maturities of securities held to maturity . . . . . 267,055 216,611 200,389
Proceeds from calls and maturities of securities available for sale  . . . . 440,840 573,765 149,217
Proceeds from sales of securities available for sale . . . . . . . . . . . . . . 315,597 14,700 144,726
Purchases of securities held to maturity . . . . . . . . . . . . . . . . . . . . . (21,887) – (193,095)
Purchases of securities available for sale . . . . . . . . . . . . . . . . . . . . . (956,684) (407,796) (362,571)
Net decrease (increase) in federal funds sold and securities

purchased under reverse repurchase agreements . . . . . . . . . . . . . 113,564 (31,368) (18,250)
Net (increase) decrease in loans . . . . . . . . . . . . . . . . . . . . . . . . . . (19,682) (67,359) 69,408
Purchases of premises and equipment  . . . . . . . . . . . . . . . . . . . . . . (17,340) (12,892) (10,817)
Proceeds from sales of premises and equipment . . . . . . . . . . . . . . . . 738 123 209
Proceeds from sales of other real estate  . . . . . . . . . . . . . . . . . . . . . 4,223 3,676 4,032
Net cash paid in business combinations . . . . . . . . . . . . . . . . . . . . . (7,799) (62,739) –_________________ _________________ _______________

Net cash provided (used) by investing activities . . . . . . . . . . . . . . . . 118,625 226,721 (16,752)

Financing Activities
Net increase in deposits  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 72,931 7,781 133,622
Net decrease in federal funds purchased and securities sold

under repurchase agreements . . . . . . . . . . . . . . . . . . . . . . . . . (82,528) (229,657) (122,407)
Net decrease in other borrowings . . . . . . . . . . . . . . . . . . . . . . . . . (282,728) (332,193) (100,060)
Proceeds from long-term FHLB advances . . . . . . . . . . . . . . . . . . . . 250,000 225,000 250,000
Cash dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (38,210) (36,001) (34,629)
Common stock transactions, net . . . . . . . . . . . . . . . . . . . . . . . . . . (78,095) (74,386) (100,673)_________________ _________________ _______________

Net cash (used) provided by financing activities . . . . . . . . . . . . . . . . (158,630) (439,456) 25,853_________________ _________________ _______________

Increase in cash and cash equivalents  . . . . . . . . . . . . . . . . . . . . . . 28,648 30,128 18,694
Cash and cash equivalents at beginning of year . . . . . . . . . . . . . . . . 328,779 298,651 279,957_________________ _________________ _______________

Cash and cash equivalents at end of year . . . . . . . . . . . . . . . . . . . . $ 357,427 $ 328,779 $ 298,651_________________ _________________ ________________________________ _________________ _______________

See notes to consolidated financial statements.

Consolidated Statements of Cash Flows__________________________________________________________________________________________________________________________________________________________
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Business 
Trustmark Corporation (Trustmark) is a bank holding
company headquartered in Jackson, Mississippi. Trustmark
provides a broad array of banking and financial solutions
through over 150 offices in Mississippi and Tennessee.

Basis of Financial Statement Presentation
The consolidated financial statements include the accounts
of Trustmark and its wholly-owned bank subsidiaries,
Trustmark National Bank (TNB) and Somerville Bank &
Trust Company. All intercompany accounts and transactions
have been eliminated in consolidation. 

The consolidated financial statements have been prepared
in conformity with accounting principles generally accepted
in the United States of America. Management is required 
to make estimates and assumptions that affect the amounts
reported in the consolidated financial statements and
accompanying notes. Actual results could differ from those
estimates. Material estimates that are particularly susceptible
to significant change in the near term relate to the determi-
nation of the allowance for loan losses and the valuation of
mortgage servicing rights. 

Certain reclassifications have been made to prior periods to
conform to the current year presentation.

Significant Accounting Policies

Trading Account Securities
Trading account securities are purchased and held for resale
in anticipation of short-term market movements. Trading
account securities typically consist of debt securities and
are carried at fair value. Gains and losses, both realized and
unrealized, are classified as other income.

Securities Available for Sale and Held to Maturity
Management determines the appropriate classification of
securities at the time of purchase. Debt securities are
classified as held to maturity when Trustmark has the intent
and ability to hold the security to maturity. Securities held
to maturity are stated at amortized cost.

Securities not classified as held to maturity or trading are
classified as available for sale and are stated at fair value.
Unrealized gains and losses, net of tax, on these securities
are recorded in shareholders’ equity as accumulated other
comprehensive income. Securities classified as available for

sale include securities that may be used as part of the asset/
liability strategy or that may be sold in response to interest
rate movements, liquidity needs, changes in prepayment
expectations or for other business purposes.

The amortized cost of securities available for sale and held
to maturity is adjusted for amortization of premiums and
accretion of discounts to maturity, determined using the
interest method. Such amortization and accretion is included
in interest income on securities. The specific identification
method is used to determine realized gains and losses on
sales of securities, which are reported as securities gains
(losses) in noninterest income.

Loans
Loans are stated at the amount of unpaid principal, adjusted
for the net amount of direct costs and nonrefundable loan fees
associated with lending. The net amount of nonrefundable
loan origination fees and direct costs associated with the
lending process, including commitment fees, is deferred and
accreted to interest income over the lives of the loans using
a method that approximates the interest method. Interest
on loans is accrued and recorded as interest income based
on the outstanding principal balance. 

Mortgage loans held for sale in the secondary market are
carried at the lower of cost or estimated fair value on an
aggregate basis. These loans are primarily first-lien mortgage
loans originated or purchased by Trustmark. Any declines
in estimated fair value below the cost basis of mortgages
held for sale are recognized through a valuation allowance
and charged to income.

A loan is classified as nonaccrual and the accrual of interest
on such loan is discontinued when the contractual payment
of principal or interest becomes 90 days past due or if
Management has serious doubts about further collectibility
of principal or interest, even though the loan is currently
performing. A loan may remain on accrual status if it is in
the process of collection and is either guaranteed or well
secured. When a loan is placed on nonaccrual status, unpaid
interest is reversed against interest income. Interest received
on nonaccrual loans is applied against principal. Loans are
restored to accrual status when the obligation is brought
current or has performed in accordance with the contractual
terms for a reasonable period of time and the ultimate
collectibility of the total contractual principal and interest
is no longer in doubt.

Note 1 – Business, Basis of Financial Statement Presentation, Significant Accounting Policies and 
Recent Pronouncements
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A loan is considered impaired when, based on current
information and events, it is probable that Trustmark will
be unable to collect the scheduled payments of principal or
interest when due according to the contractual terms of the
loan agreement. Loans classified as nonaccrual, excluding
residential mortgages, consumer and other homogeneous
loans, are considered impaired loans. Specific allowances for
impaired loans are based on comparisons of the recorded
carrying values of the loans to the present value of these
loans’ estimated cash flows at each loan’s original effective
interest rate, the fair value of the collateral or the loans’
observable market prices. The policy for recognizing income
on impaired loans is consistent with the nonaccrual policy.

Allowance for Loan Losses
The allowance for loan losses is established through
provisions for estimated loan losses charged against earnings.
Loans deemed to be uncollectible are charged against the
allowance for loan losses, and subsequent recoveries, if any,
are credited to the allowance.

The allowance for loan losses is maintained at a level believed
adequate by Management to absorb estimated probable loan
losses. Management’s periodic evaluation of the adequacy
of the allowance is based on identified loan impairments,
Trustmark’s past loan loss experience, known and inherent
risks in the portfolio, adverse situations that may affect the
borrower’s ability to repay (including the timing of future
payments), the estimated value of any underlying collateral,
composition of the loan portfolio, current economic condi-
tions and other relevant factors. This evaluation is inherently
subjective, as it requires material estimates, including the
amounts and timing of future cash flows expected to be
received on impaired loans that may be susceptible to
significant change.

Premises and Equipment
Premises and equipment are stated at cost less accumulated
depreciation and amortization. Depreciation is charged to
expense over the estimated useful lives of the assets, which are
up to thirty-nine years for buildings and three to seven years
for furniture and equipment. Leasehold improvements are
amortized over the terms of the respective leases, or the
estimated useful lives of the improvements, whichever is
shorter. Depreciation and amortization expenses are
computed using both straight-line and accelerated methods.
Trustmark continually evaluates whether events and
circumstances have occurred that indicate that such long-

lived assets have been impaired. Measurement of any
impairment of such long-lived assets is based on those assets’
fair values. There were no impairment losses on premises
and equipment recorded during 2002, 2001 or 2000. 

Intangible Assets
Intangible assets consist of goodwill, identifiable intangible
assets and mortgage servicing rights. Effective January 1,
2002, Trustmark adopted the provisions of Statement of
Financial Accounting Standards (SFAS) No. 142, “Goodwill
and Other Intangible Assets.” This statement requires that
goodwill no longer be amortized, while amortizing other
identifiable intangibles over their respective useful lives to
their estimated residual values and measuring these assets
for possible impairment. Included in Note 7 – Intangible
Assets are the specific carrying values, amortization and
pro forma disclosures as required by SFAS No. 142.

Goodwill, which represents the excess of cost over the fair
value of the net assets of an acquired business, was
amortized on a straight-line method up to twenty years
prior to the adoption of SFAS No. 142. Effective January 1,
2002, goodwill is no longer amortized but tested for
impairment annually. 

Identifiable intangible assets, comprised primarily of core
deposit intangibles and insurance customer relationship
intangibles, represent the net present value of the future
economic benefits related to the use of an acquired deposit
and insurance base. These assets are being amortized on a
straight-line method up to fifteen years. The results of
straight-line amortization are not materially different from
an accelerated method.

Mortgage servicing rights are rights to service mortgage
loans for others, whether the loans were acquired through
purchase or loan origination. Purchased mortgage servicing
rights are capitalized at cost. For loans originated and sold
where the servicing rights have been retained, Trustmark
allocates the cost of the loan and the servicing right based
on their relative fair values. Mortgage servicing rights are
amortized over the estimated period of the related net
servicing income. 

Impairment of goodwill, core deposit intangibles and
insurance customer relationship intangibles is evaluated
annually or whenever events or changes in circumstances
indicate that the carrying amount should be assessed.
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Impairment for mortgage servicing rights is determined
using estimated fair values with the loans stratified by
product type and term. Impairment, if any, for goodwill,
core deposit intangibles and insurance customer
relationship intangibles is recognized as a permanent
charge to noninterest expense. Impairment, if any, for
mortgage servicing rights is recognized through a valuation
allowance with a corresponding charge to noninterest
expense. 

Other Real Estate Owned
Other real estate owned includes assets that have been
acquired in satisfaction of debt through foreclosure. Other
real estate owned is reported in other assets and is recorded
at the lower of cost or estimated fair value less the estimated
cost of disposition. Valuation adjustments required at
foreclosure are charged to the allowance for loan losses.
Subsequent to foreclosure, losses on the periodic revaluation
of the property are charged to current period earnings as
other expense. Costs of operating and maintaining the
properties, net of related income and gains (losses) on their
disposition, are charged to other expense as incurred. Improve-
ments made to properties are capitalized if the expenditures
are expected to be recovered upon the sale of the property.

Derivative Financial Instruments
Trustmark utilizes various derivative financial instruments
as part of its risk management strategy and as a means to
meet customers’ needs. These instruments are subject to
credit and market risks that are not reflected on the balance
sheet. Credit risk represents the maximum potential loss
due to possible nonperformance by obligors and counter-
parties under the terms of contracts. Market risk represents
the potential loss due to the decrease in the value of a
financial instrument caused primarily by changes in interest
rates, prepayment speeds or the prices of debt instruments.
On January 1, 2000, Trustmark adopted SFAS No. 133,
“Accounting for Derivative Instruments and Hedging
Activities,” as amended. Trustmark uses derivatives in the
form of forward contracts and interest rate locks, which
are designated as cash flow hedges to mitigate interest rate
exposures related to mortgage loans held for sale and
mortgage loans in process as part of its normal asset/
liability management strategies. 

Forward contracts are agreements to purchase or sell
securities or other money market instruments at a future
specified date at a specified price or yield. Trustmark’s

obligations under forward contracts consist of commitments
to deliver mortgage loans, originated and/or purchased, in
the secondary market at a future date into mortgage-backed
securities. Unrealized gains or losses on these forward
contracts are recorded in accumulated other comprehensive
income, net of tax. Realized gains and losses on forward
contracts and the sale of mortgage loans in the secondary
market are recorded upon the settlement of the related
forward contract and included in other income. As all of
Trustmark’s cash flow hedges are determined to be effective,
no gains or losses related to ineffective portions of these
hedges have been recognized in the results of operations for
the three years ended December 31, 2002. 

Trustmark enters into fixed and variable rate residential
mortgage loan commitments with customers, commonly
referred to as interest rate lock commitments (rate locks).
While the principal amount of the commitments under these
rate locks is not recorded on Trustmark’s balance sheet, the
fair value of these contracts is recorded in the financial
statements with changes in fair value recorded in current
period earnings as other income. At December 31, 2002
and 2001, these commitments had a fair value of $1.1
million and $146 thousand, while their notional value was
$143.3 million and $50.8 million, respectively. 

Interest rate contracts, such as caps and floors, are options
that are linked to a notional principal amount and an
underlying indexed interest rate. Exposure to loss on all
interest rate contracts will increase or decrease as interest
rates fluctuate. These derivatives, which are not designated
as hedges, are carried at their current fair value, with
changes in value recognized in current period earnings as
other income. When a particular cap or floor hits its strike
price, a cash payment is received and included in other
interest income. For these types of instruments, cash
requirements and exposure to credit risk are significantly
less than the notional value. 

Income Taxes
Trustmark accounts for deferred income taxes using the
liability method. Deferred tax assets and liabilities are
based on temporary differences between the financial
statement carrying amounts and tax basis of Trustmark’s
assets and liabilities. Deferred tax assets and liabilities are
measured using the enacted tax rates expected to apply to
taxable income in the years in which those temporary
differences are expected to be realized or settled.
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Stock-Based Compensation 
Trustmark accounts for its incentive stock options under
the recognition and measurement provisions of Accounting
Principles Board (APB) Opinion No. 25, “Accounting for
Stock Issued to Employees.” Under APB No. 25, because
the exercise price of Trustmark’s incentive stock options
equals the market price for the underlying stock on the date
of grant, no compensation expense has been recognized.
Effective January 1, 2003, Trustmark adopted the fair
value recognition provisions of SFAS No. 123, “Accounting
for Stock-Based Compensation,” prospectively to all awards
granted, modified or settled after January 1, 2003. The
following table reflects pro forma net income and earnings
per share had Trustmark elected to adopt the fair value
approach of SFAS No. 123, prior to January 1, 2003 ($ in
thousands except per share data):

2002 2001 2000_____________ _____________ _____________

Net income:
As reported . . . $ 121,140 $ 111,281 $ 101,737 
Compensation 

expense, 
net of tax . . . 1,530 1,315 989_____________ _____________ _____________

Pro forma . . . . $ 119,610 $ 109,966 $ 100,748 _____________ _____________ __________________________ _____________ _____________

Earnings per share:
As reported

Basic . . . . . . $ 1.95 $ 1.72 $ 1.50 
Diluted . . . . 1.94 1.72 1.50 

Pro forma
Basic . . . . . . $ 1.92 $ 1.70 $ 1.48 
Diluted . . . . 1.92 1.70 1.48 

The estimated fair values of stock options at their grant
date during 2002, 2001 and 2000 were $8.51, $7.54 and
$6.72, respectively. The estimated fair value of each option
granted is calculated using the Black-Scholes option-pricing
model. The following weighted average assumptions were
used in the model for 2002, 2001 and 2000:

2002 2001 2000_____________ _____________ _____________

Risk-free 
investment
rate . . . . . . . . . 5.21% 5.24% 6.53% 

Expected 
volatility . . . . . 27.04% 30.60% 32.01% 

Expected life 
(in years) . . . . . 7.60 7.90 8.30 

Statements of Cash Flows
For purposes of reporting cash flows, cash and cash
equivalents include cash on hand and amounts due from
banks. Trustmark paid income taxes approximating 
$70.4 million in 2002, $55.6 million in 2001 and 
$49.7 million in 2000. Interest paid on deposit liabilities
and other borrowings approximated $119.2 million in
2002, $222.9 million in 2001, and $249.6 million in 2000.
For the years ended December 31, 2002, 2001 and 2000,
noncash transfers from loans to foreclosed properties were
$6.8 million, $5.2 million and $4.2 million, respectively.
Assets acquired during 2001 as a result of business
combinations totaled $671 million, while liabilities assumed
totaled $573 million. During 2002, $100 million of long-
term Federal Home Loan Bank (FHLB) advances were
transferred to short-term borrowings compared with 
$250 million in 2001. 

Per Share Data
Basic earnings per share (EPS) is computed by dividing net
income by the weighted average shares of common stock
outstanding. Diluted EPS is computed by dividing net
income by the weighted average shares of common stock
outstanding, adjusted for the effect of potentially dilutive
stock options outstanding during the period. The following
table reflects weighted average shares used to calculate
basic and diluted EPS for the periods presented:

Years Ended December 31,________________________________________________

2002 2001 2000______________ ______________ ______________

Basic shares . . . . 62,250,734 64,755,382 67,884,854
Dilutive shares 

(due to stock 
options) . . . . . 165,396 121,323 44,105______________ ______________ ______________

Diluted shares . . . 62,416,130 64,876,705 67,928,959______________ ______________ ____________________________ ______________ ______________

Recent Pronouncements
In December 2002, the Financial Accounting Standards
Board (FASB) issued SFAS No. 148,“Accounting for Stock-
Based Compensation – Transition and Disclosure,”
amending SFAS No. 123, “Accounting for Stock-Based
Compensation.” Effective January 1, 2003, Trustmark
adopted the provisions of SFAS No. 123, as amended by
SFAS No. 148, under the prospective method. Under this
method, Trustmark will apply the recognition provisions to
all awards granted, modified or settled after January 1,
2003. The impact of this statement on Trustmark’s 
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consolidated financial position and results of operations is
not expected to be material. 

In November 2002, the FASB issued FASB Interpretation
No. 45, “Guarantor’s Accounting and Disclosure
Requirements for Guarantees, Including Indirect Guarantees
of Indebtedness of Others.” This interpretation elaborates
on the disclosures to be made by a guarantor in its interim
and annual financial statements about its obligations under
certain guarantees that it has issued. It also clarifies that a
guarantor is required to recognize, at the inception of a
guarantee, a liability for the fair value of the obligation
undertaken in issuing the guarantee. The initial recognition
and initial measurement provisions of this interpretation
are applicable on a prospective basis to guarantees issued
or modified after December 31, 2002, irrespective of the
guarantor’s fiscal year-end. The disclosure requirements in
this interpretation are effective for financial statements of
interim or annual periods ending after December 15, 2002.
The impact of this interpretation on Trustmark’s consolidated
financial position and results of operations is not expected
to be material. 

In October 2002, the FASB issued SFAS No. 147,
“Acquisitions of Certain Financial Institutions.” As of
October 1, 2002, this statement requires financial services
companies to subject all of their goodwill to annual impair-
ment tests instead of amortizing any goodwill previously
subject to SFAS No. 72, “Accounting for Certain
Acquisitions of Banking or Thrift Institutions.” This

statement applies to all new and past financial institution
acquisitions, including “branch acquisitions” that qualify
as acquisitions of a business, but excluding acquisitions
between mutual institutions. All acquisitions within the
scope of SFAS No. 147 will now be governed by the
requirements of SFAS No. 141, “Business Combinations,”
and SFAS No. 142, “Goodwill and Other Intangible
Assets.” Additionally, this statement amends SFAS No. 144,
“Accounting for the Impairment or Disposal of Long-Lived
Assets,” to include long-term customer relationship
intangible assets in its scope. Effective October 1, 2002,
these intangibles must be evaluated for impairment. The
adoption of this statement had no impact on Trustmark’s
consolidated financial position and results of operations. 

In June 2002, the FASB issued SFAS No. 146, “Accounting
for Costs Associated with Exit or Disposal Activities.” This
statement addresses financial accounting and reporting for
costs associated with exit or disposal activities and nullifies
Emerging Issues Task Force Issue No. 94-3, “Liability
Recognition for Certain Employee Termination Benefits
and Other Costs to Exit an Activity (including Certain
Costs Incurred in a Restructuring).” SFAS No. 146 requires
that a liability for a cost associated with an exit or disposal
activity be recognized when the liability is incurred. The
provisions of this statement are effective for exit or disposal
activities that are initiated after December 31, 2002, with
early application encouraged. The impact of this statement
on Trustmark’s consolidated financial position and results
of operations is not expected to be material.

Notes to Consolidated Financial Statements__________________________________________________________________________________________________________________________________________________________

Note 1 – Business, Basis of Financial Statement Presentation, Significant Accounting Policies and 
Recent Pronouncements (continued)

23

TRUSTMARK CORPORATION AND SUBSIDIARIES

Note 2 – Business Combinations

On June 28, 2002, The Bottrell Insurance Agency, Inc., a
wholly-owned subsidiary of TNB, acquired Chandler-
Sampson Insurance, Inc. (CSI) in Jackson, Mississippi. This
business combination, which is not material to Trustmark,
was accounted for under the purchase method of
accounting. The shareholders of CSI received $8 million in
cash in connection with the merger. Excess cost over
tangible net assets acquired totaled $10 million, of which
$3 million and $7 million have been allocated to other
identifiable intangible assets and goodwill, respectively.

On December 14, 2001, Nashoba Bancshares, Inc. (Nashoba)
in Germantown, Tennessee, was merged with Trustmark in
a business combination accounted for by the purchase

method of accounting. Nashoba was the holding company
for Nashoba Bank, and at the merger date, Nashoba had
$10 million in securities, $147 million in total loans, 
$163 million in total assets and $132 million in total deposits.
The shareholders of Nashoba received $28 million in cash
in connection with the merger. Excess cost over tangible net
assets acquired totaled $17 million, of which $3 million
and $14 million have been allocated to core deposits and
goodwill, respectively.

On April 6, 2001, Barret Bancorp, Inc. (Barret) in Barretville,
Tennessee, was merged with Trustmark in a business
combination accounted for by the purchase method of
accounting. Barret was the holding company for Peoples
Bank in Barretville, Tennessee, and Somerville Bank &
Trust Company in Somerville, Tennessee. At the merger



Note 3 – Cash and Due from Banks

Trustmark is required to maintain average reserve balances
with the Federal Reserve Bank based on a percentage of
deposits. The average amounts of those reserves for the years

ended December 31, 2002 and 2001, were $15.2 million
and $4.8 million, respectively. 

date, Barret had $104 million in securities, $307 million in
total loans, $508 million in total assets and $414 million in
total deposits. The shareholders of Barret received
approximately 2.4 million shares of Trustmark’s common
stock along with $51 million in cash. Excess cost over
tangible net assets acquired totaled $27 million, of which
$11 million and $16 million have been allocated to core
deposits and goodwill, respectively.

Trustmark’s financial statements include the results of
operations for the above purchase business combinations from
the respective merger dates. The pro forma impact of these
acquisitions on Trustmark’s results of operations is immaterial.
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Note 4 – Securities Available for Sale and Held to Maturity

A summary of the amortized cost and estimated fair value of securities available for sale and held to maturity at December 31,
2002 and 2001, follows ($ in thousands):

Securities Available for Sale Securities Held to Maturity___________________________________________________________ _____________________________________________________________
Gross Gross Estimated Gross Gross Estimated

Amortized Unrealized Unrealized Fair Amortized Unrealized Unrealized Fair
2002 Cost Gains (Losses) Value Cost Gains (Losses) Value______ _____________ _____________ ____________ _____________ _____________ ____________ _____________ _____________

U.S. Treasury 
and other 
U.S. Government 
agencies . . . . . . . $ 182,219 $ 9,960 $ (125) $ 192,054 $ – $ – $ – $ –

Obligations of states 
and political
subdivisions  . . . . 71,544 5,458 – 77,002 153,707 13,662 – 167,369

Mortgage-backed 
securities . . . . . . 937,753 9,082 (1,620) 945,215 395,390 15,379 (88) 410,681

Other securities  . . . 48,299 – – 48,299 100 – – 100_____________ _____________ ____________ _____________ _____________ ____________ _____________ _____________

Total . . . . . . . . $1,239,815 $ 24,500 $ (1,745) $1,262,570 $ 549,197 $  29,041 $ (88) $ 578,150_____________ _____________ ____________ _____________ _____________ ____________ _____________ __________________________ _____________ ____________ _____________ _____________ ____________ _____________ _____________

2001______

U.S. Treasury 
and other 
U.S. Government 
agencies . . . . . . . $ 275,250 $ 7,667 $ (1,680) $ 281,237 $ – $ – $ – $ –

Obligations of states 
and political
subdivisions . . . . . 94,271 3,562 (77) 97,756 184,368 5,888 (33) 190,223

Mortgage-backed 
securities . . . . . . 616,044 19,156 (18) 635,182 607,584 23,010 – 630,594

Other securities  . . . 46,946 468 (94) 47,320 100 – – 100_____________ _____________ ____________ _____________ _____________ ____________ _____________ _____________

Total . . . . . . . . $1,032,511 $ 30,853 $ (1,869) $1,061,495 $ 792,052 $ 28,898 $ (33) $ 820,917_____________ _____________ ____________ _____________ _____________ ____________ _____________ __________________________ _____________ ____________ _____________ _____________ ____________ _____________ _____________
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On January 1, 2000, Trustmark adopted SFAS No. 133,
“Accounting for Derivative Instruments and Hedging
Activities,” as amended. As allowed by SFAS No. 133, at
the date of initial application of this statement, Trustmark
transferred held to maturity securities with an amortized cost
of $237.5 million and a fair value of $237.8 million into
the available for sale category. In addition, Trustmark
transferred held to maturity securities with an amortized
cost of $135.1 million and a fair value of $131.2 million
into the trading category. The effect of adopting SFAS 
No. 133 is shown as a cumulative effect of a change in
accounting principle and reduced net income by $2.5 million
(net of taxes) during the first quarter of 2000. In order to
offset the effect of adopting SFAS No. 133, Trustmark sold
available for sale equity securities which resulted in realized
gains in the first quarter of $4.6 million or an after tax gain
of $2.9 million. These separate transactions allowed
Trustmark to reposition the investment portfolio as well as
provide additional liquidity for investment opportunities in
a potentially higher yielding market environment while
having an insignificant impact on consolidated net income
during 2000.

Gross gains as a result of calls and dispositions of securities
available for sale were $13.6 million in 2002, $1.5 million

in 2001 and $9.4 million in 2000. During 2002, there were
no gross losses on calls and dispositions of these securities,
while $28 thousand and $8 thousand were realized in 2001
and 2000, respectively.

During 2002, 2001 and 2000, there were no sales of
securities held to maturity. Gross gains of $7 thousand,
$968 thousand and $29 thousand were realized on calls of
these securities during 2002, 2001 and 2000, respectively.

Securities with a carrying value of $1.3 billion and 
$1.6 billion at December 31, 2002 and 2001, respectively,
were pledged to collateralize public deposits and securities
sold under agreements to repurchase, and for other purposes
as required or permitted by law.

The amortized cost and estimated fair value of securities
available for sale and held to maturity at December 31,
2002, by contractual maturity, are shown below 
($ in thousands). Expected maturities may differ from
contractual maturities because borrowers may have the
right to call or prepay obligations with or without call or
prepayment penalties.

Securities Securities
Available for Sale Held to Maturity_______________________________________ ___________________________________

Estimated Estimated
Amortized Fair Amortized Fair

Cost Value Cost Value_______________ _______________ _____________ _____________

Due in one year or less  . . . . . . . . . . . . . . . . . $ 34,162 $ 35,445 $ 12,185 $ 12,393
Due after one year through five years  . . . . . . . . 153,819 161,864 38,683 42,199
Due after five years through ten years . . . . . . . . 100,514 106,402 55,873 61,680
Due after ten years . . . . . . . . . . . . . . . . . . . . 13,567 13,644 47,066 51,197_______________ _______________ _____________ _____________

302,062 317,355 153,807 167,469
Mortgage-backed securities  . . . . . . . . . . . . . . 937,753 945,215 395,390 410,681_______________ _______________ _____________ _____________

Total . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,239,815 $ 1,262,570 $ 549,197 $ 578,150_______________ _______________ _____________ ____________________________ _______________ _____________ _____________
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At December 31, 2002 and 2001, loans consisted of the
following ($ in thousands):

2002 2001_______________ _______________

Real estate loans:
Construction and land 

development . . . . . . . . $ 286,500 $ 401,744
Secured by 1-4 family 

residential properties . . . 1,330,604 1,264,645
Secured by nonfarm, non-

residential properties . . . 811,289 703,674
Loans held for sale . . . . . . 199,680 120,845
Other . . . . . . . . . . . . . . 112,923 103,305

Loans to finance agricultural 
production . . . . . . . . . . . 37,452 33,509

Commercial and industrial . . 776,510 788,982
Consumer . . . . . . . . . . . . . 833,384 887,273
Obligations of states and 

political subdivisions . . . . 162,644 166,342
Other loans . . . . . . . . . . . . 66,380 54,047_______________ _______________

Loans . . . . . . . . . . . . . . 4,617,366 4,524,366
Less allowance for loan 

losses . . . . . . . . . . . . . 74,771 75,534_______________ _______________

Net loans . . . . . . . . . $ 4,542,595 $ 4,448,832_______________ ______________________________ _______________

Trustmark does not have any loan concentrations other
than those reflected in the preceding table which exceed
10% of total loans. At December 31, 2002, Trustmark’s
geographic loan distribution was concentrated primarily in
its Mississippi and Tennessee markets.

Changes in the allowance for loan losses were as follows 
($ in thousands):

2002 2001 2000___________ ___________ ___________

Balance at January 1 . . $ 75,534 $ 65,850 $ 65,850
Provision charged to 

expense . . . . . . . . . 14,107 13,200 10,401
Loans charged off . . . . (24,035) (22,698) (17,398)
Recoveries . . . . . . . . . 9,165 7,604 6,997___________ ___________ ___________

Net charge-offs . . . . . . (14,870) (15,094) (10,401)
Allowance applicable 

to loans of acquired 
banks . . . . . . . . . . . – 11,578 –___________ ___________ ___________

Balance at 
December 31 . . . . . . $ 74,771 $ 75,534 $ 65,850___________ ___________ ______________________ ___________ ___________

At December 31, 2002 and 2001, the carrying amounts of
nonaccrual loans were $31.6 million and $36.9 million,
respectively. Included in these nonaccrual loans at
December 31, 2002 and 2001, are loans that are considered
to be impaired, which totaled $24.2 and $28.9 million,
respectively. The specific allowance related to these impaired
loans was not material. The average carrying amounts 
of impaired loans during 2002, 2001 and 2000 were 
$29.9 million, $22.7 million and $12.2 million, respectively.
No material amounts of interest income were recognized
on impaired loans or nonaccrual loans for each of the years
in the three-year period ended December 31, 2002.

Trustmark makes loans in the normal course of business to
certain directors, including their immediate families and
companies in which they are principal owners. Such loans
are made on substantially the same terms, including interest
rates and collateral, as those prevailing at the time for
comparable transactions with unrelated persons, and do
not involve more than the normal risk of collectibility at
the time of the transaction. At December 31, 2002 and
2001, total loans to these persons were $62.2 million and
$104.8 million, respectively. During 2002, $572.6 million
of new loan advances were made while repayments were
$603 million. Approximately $12.2 million of these loans
were reclassified as a result of directors’ retirements or
changes in position of executive officers during the year.

Notes to Consolidated Financial Statements__________________________________________________________________________________________________________________________________________________________

Note 5 – Loans

26

TRUSTMARK CORPORATION AND SUBSIDIARIES



Note 6 – Premises and Equipment

At December 31, 2002 and 2001, premises and equipment are summarized as follows ($ in thousands):

2002 2001____________ _____________

Land  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 22,059 $ 21,302
Buildings and leasehold improvements  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 105,422 100,981
Furniture and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 108,130 98,381____________ _____________

Total cost of premises and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . 235,611 220,664
Less accumulated depreciation and amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . 131,498 123,506____________ _____________

Premises and equipment, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $104,113 $ 97,158____________ _________________________ _____________

Notes to Consolidated Financial Statements__________________________________________________________________________________________________________________________________________________________

Note 7 - Intangible Assets

Goodwill and Other Identifiable Intangible Assets
The changes in the carrying amount of goodwill by segment for the years ended December 31, 2002 and 2001, are as follows
($ in thousands):

Retail Financial
Banking Services Total_____________ ____________ _____________

Balance as of January 1, 2001 . . . . . . . . . . . . . . . . . . . . . . . . . . . $ – $ 11,913 $ 11,913
Additions from business combinations . . . . . . . . . . . . . . . . . . . . . . 30,492 – 30,492
Purchase accounting adjustments . . . . . . . . . . . . . . . . . . . . . . . . . – (69) (69)
Amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (433)  (899) (1,332)____________ ____________ __________

Balance as of December 31, 2001 . . . . . . . . . . . . . . . . . . . . . . . . . 30,059 10,945 41,004
Addition from business combination  . . . . . . . . . . . . . . . . . . . . . . – 6,638 6,638
Purchase accounting adjustments . . . . . . . . . . . . . . . . . . . . . . . . . 438 (52) 386_____________ ____________ _____________

Balance as of December 31, 2002 . . . . . . . . . . . . . . . . . . . . . . . . . $ 30,497 $ 17,531 $ 48,028_____________ ____________ __________________________ ____________ _____________
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Effective January 1, 2002, Trustmark adopted SFAS No. 142,
“Goodwill and Other Intangible Assets.” As of the adoption
date, Trustmark had unamortized goodwill in the amount of
$41.0 million and unamortized other identifiable intangible
assets, consisting primarily of core deposit intangible assets,
in the amount of $22.2 million. These assets are subject to
the provisions of SFAS No. 142. Trustmark performed a
transitional impairment test on its goodwill assets, using
three separate reporting units. Two reporting units were
determined by separating Trustmark’s Retail Banking
division into its two components, Somerville and the retail
portion of TNB. The third reporting unit, The Bottrell
Insurance Agency, Inc., is a subset of Financial Services.
This test, as well as a subsequent routine impairment test,
indicated that no impairment charge was required.
Additionally, no material reclassifications of finite-lived
intangible assets were made as a result of adoption.

The following table sets forth pro forma net income and
earnings per share excluding goodwill amortization for the
years ended December 31, 2002, 2001 and 2000 ($ in
thousands, except per share data):

Years Ended December 31,___________________________________________

2002 2001 2000____________ ____________ ____________

Net Income:
As reported . . . . . $121,140 $111,281 $101,737
Goodwill 

amortization, 
net of tax . . . . . – 866 2,560____________ ____________ ____________

Pro forma . . . . . . $121,140 $112,147 $104,297____________ ____________ ________________________ ____________ ____________

Earnings per share:
As reported

Basic . . . . . . . . $ 1.95 $ 1.72 $ 1.50
Diluted . . . . . . . 1.94 1.72 1.50

Pro forma
Basic . . . . . . . . $ 1.95 $ 1.73 $ 1.54
Diluted . . . . . . . 1.94 1.73 1.54



At December 31, 2002 and 2001, other identifiable intangible assets consisted of the following ($ in thousands):

2002 2001__________________________________________ ________________________________________

Gross Carrying Accumulated Gross Carrying Accumulated
Amount Amortization Amount Amortization____________________ _________________ __________________ _________________

Identifiable Intangible Assets:
Core deposit intangibles . . . . . . . . . . . $ 38,549 $ 19,261 $ 38,931 $ 16,715
Insurance customer 

relationship intangibles . . . . . . . . . . 3,180 276 – –____________________ _________________ __________________ _________________

Total amortizable . . . . . . . . . . . . 41,729 19,537 38,931 16,715
Pension plan intangible . . . . . . . . . . . 596 – – –____________________ _________________ __________________ _________________

Total . . . . . . . . . . . . . . . . . . . . $ 42,325 $ 19,537 $ 38,931 $ 16,715____________________ _________________ __________________ _____________________________________ _________________ __________________ _________________
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During 2002, Trustmark acquired $3.2 million of insurance
customer relationship intangible assets resulting from the
acquisition of CSI, which have a weighted average
amortization period of 11.8 years. Trustmark also recorded
an intangible asset related to the unrecognized prior service
cost of the pension plan in the amount of $596 thousand.
The value of this unamortized asset is reviewed annually
and adjusted based on the value of the pension plan’s assets 
compared with its benefit obligation. These additions to the

gross carrying amounts were partially offset by the removal
of fully-amortized assets. During 2002 and 2001, Trustmark
recorded $3.2 million and $2.6 million, respectively, of
amortization of other identifiable intangible assets.

Trustmark estimates that amortization expense for intangible
assets will be $2.9 million in 2003, $1.9 million in 2004
and $1.7 million per year in 2005, 2006 and 2007.

Mortgage Servicing Rights
The changes in the carrying amount of mortgage servicing rights for the years ended December 31, 2002 and 2001, are as
follows ($ in thousands):

Gross Carrying Valuation Net Carrying
Amount Allowance Amount___________________ ______________ _________________

Balance as of January 1, 2001 . . . . . . . . . . . . . . . . . . . . . . . . . $ 43,153 $ – $ 43,153
Additions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20,523 – 20,523
Amortization/impairment . . . . . . . . . . . . . . . . . . . . . . . . . . . . (8,205) (2,000) (10,205)___________________ ______________ _________________

Balance as of December 31, 2001 . . . . . . . . . . . . . . . . . . . . . . . 55,471 (2,000) 53,471
Additions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,376 – 17,376
Amortization/impairment . . . . . . . . . . . . . . . . . . . . . . . . . . . . (11,540) (10,480) (22,020)___________________ ______________ _________________

Balance as of December 31, 2002 . . . . . . . . . . . . . . . . . . . . . . . $ 61,307 $ (12,480) $ 48,827___________________ ______________ ____________________________________ ______________ _________________



Note 8 – Deposits

At December 31, 2002 and 2001, deposits consisted of the
following ($ in thousands):

2002 2001________________ ________________

DDA, NOW, MMDA . . $ 2,193,422 $ 2,054,336
Savings . . . . . . . . . . . 744,386 677,296
Time . . . . . . . . . . . . . 1,748,488 1,881,733________________ ________________

Total deposits . . . . . $ 4,686,296 $ 4,613,365________________ ________________________________ ________________

The aggregate amount of time deposits of $100,000 or
more at December 31, 2002, was $476.4 million.

The maturities of interest-bearing deposits at December 31,
2002, are as follows ($ in thousands):

2003  . . . . . . . . . . . . . . . . . . . . . . . . $ 1,272,604
2004  . . . . . . . . . . . . . . . . . . . . . . . . 274,186
2005  . . . . . . . . . . . . . . . . . . . . . . . . 116,437
2006  . . . . . . . . . . . . . . . . . . . . . . . . 37,771
2007 and thereafter . . . . . . . . . . . . . . . 47,490_______________

Total time deposits  . . . . . . . . . . . . 1,748,488
Interest-bearing deposits with no 

stated maturity  . . . . . . . . . . . . . . . . 1,686,568_______________

Total interest-bearing deposits . . . . . $ 3,435,056______________________________

Notes to Consolidated Financial Statements__________________________________________________________________________________________________________________________________________________________
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At December 31, 2002 and 2001, the carrying values of
securities sold under repurchase agreements, by contractual
maturity, are as follows ($ in thousands): 

2002 2001______________ _____________

Demand/In one day . . . . . . . $ 554,253 $ 716,803
Term up to 30 days . . . . . . . 27,741 26,576
Term of 30 to 90 days . . . . . 10,999 10,323
Term of 90 days and over . . . 42,000 48,023______________ _____________

Total . . . . . . . . . . . . . . . $ 634,993 $ 801,725______________ ___________________________ _____________

The weighted average interest rates for these repurchase
agreements were 1.12% and 1.64% at December 31, 2002
and 2001, respectively. Specific U.S. Treasury and other
U.S. Government agencies securities with carrying values of
$784 million at December 31, 2002, and $874 million at
December 31, 2001, collateralize the repurchase agreements.
The fair value of this collateral approximated $800 million at
December 31, 2002, and $897 million at December 31, 2001.

Note 9 – Securities Sold Under Repurchase Agreements

Note 10 – Borrowings

Short-Term Borrowings
At December 31, 2002 and 2001, short-term borrowings
consisted of the following ($ in thousands):

2002 2001_____________ _____________

Term federal funds 
purchased . . . . . . . . . . . . . $ 100,000 $ 130,000

FHLB advances . . . . . . . . . . . 107,710 357,911
Treasury tax and loan note 

option account . . . . . . . . . . 45,985 49,999
Other . . . . . . . . . . . . . . . . . 22,264 20,777_____________ _____________

Total . . . . . . . . . . . . . . . . $ 275,959 $ 558,687_____________ __________________________ _____________

Trustmark has received advances from the FHLB, which
are classified as short-term and are collateralized by a
blanket lien on Trustmark’s single-family, multi-family, home
equity and commercial mortgage loans. These advances
consist primarily of a single advance for $100 million,
which matures in October 2003 and has a floating rate of
1.35%, which is reset quarterly based on the three-month
LIBOR. The remaining advances are expected to be repaid
during 2003 and have interest rates ranging from 5.18% 
to 6.80%.

The treasury tax and loan note option account, which is
collateralized by a pledge of U.S. Treasury, U.S. Government



Note 11 – Income Taxes

The income tax provision included in the statements of income is as follows ($ in thousands):

2002 2001 2000____________ ____________ ____________

Current:
Federal  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 60,969 $ 49,992 $ 46,651
State . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,103 7,043 5,004

Deferred:
Federal  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,364) 2,782 2,150
State . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (740) 329 319____________ ____________ ____________

Income tax provision . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 64,968 $ 60,146 $ 54,124____________ ____________ ________________________ ____________ ____________

The income tax provision differs from the amount computed by applying the statutory federal income tax rate of 35% to
income before income taxes as a result of the following ($ in thousands):

2002 2001 2000____________ ____________ ____________

Income tax computed at statutory tax rate . . . . . . . . . . . . . . . . . . . . . $ 65,138 $ 59,999 $ 55,414
Tax exempt interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (5,753) (6,384) (5,548)
Nondeductible interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 357 703 856
State income taxes, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,436 4,792 3,460
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (210) 1,036 (58)____________ ____________ ____________

Income tax provision . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 64,968 $ 60,146 $ 54,124____________ ____________ ________________________ ____________ ____________

Note 10 – Borrowings (continued)

agencies and state, county and municipal securities as
required by the Department of the Treasury, is an open-ended
interest-bearing note maintained at the Federal Reserve
Bank. Interest is charged at the weekly Federal Funds rate
minus 25 basis points. 

Long-Term Federal Home Loan Bank Advances
Trustmark has received noncallable advances totaling 
$475 million at December 31, 2002, and $225 million at
December 31, 2001, which are collateralized by a blanket
lien on Trustmark’s single-family, multi-family, home equity
and commercial mortgage loans. Advances totaling 
$50 million mature in 2004, $350 million in 2005 and 

$75 million in 2006 and have fixed and floating rates
ranging from 1.78% to 5.75%. Floating rate advances are
reset quarterly based on the three-month LIBOR. At
December 31, 2002, Trustmark had $551.1 million
available in unused FHLB advances.

Line of Credit 
In June 2002, Trustmark entered into a two-year line of
credit arrangement enabling borrowings up to $50 million,
subject to certain financial covenants. At December 31,
2002, Trustmark had not utilized this line of credit. 

Notes to Consolidated Financial Statements__________________________________________________________________________________________________________________________________________________________
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Temporary differences between the financial statement carrying amounts and the tax basis of assets and liabilities give rise
to the following net deferred tax assets at December 31, 2002 and 2001, which are included in other assets ($ in thousands):

2002 2001____________ ____________

Deferred tax assets:
Allowance for loan losses  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 28,467 $ 28,865
Deferred compensation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,860 6,572
Pension plan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 814 –
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,836 3,442____________ ____________

Total gross deferred tax asset  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 41,977 38,879____________ ____________

Deferred tax liabilities:
Unrealized gains  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,704 11,441
Pension plan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . – 882
Investment securities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,100 978
Accelerated depreciation and amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,965 2,823
Capitalized mortgage servicing rights . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 890 3,300
Intangible assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,045 3,813
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 861 2,760____________ ____________

Total gross deferred tax liability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21,565 25,997____________ ____________

Net deferred tax asset . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 20,412 $ 12,882____________ ________________________ ____________

Trustmark has evaluated the need for a valuation allowance and, based on the weight of the available evidence, has
determined that it is more likely than not that all deferred tax assets will be realized.
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Note 11 – Income Taxes (continued)

Note 12 – Employee Benefit Plans

Pension Plan
Trustmark maintains a defined noncontributory pension
plan which covers substantially all employees with more
than one year of service. The plan provides pension benefits
that are based on the length of credited service and final 

average compensation as defined in the plan. Trustmark’s 
policy is to fund amounts allowable for federal income 
tax purposes. The following tables present information
regarding the benefit obligation, plan assets, funded status
of the plan and net periodic pension costs ($ in thousands):
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December 31,________________________________

2002 2001____________ ____________

Change in projected benefit obligation
Benefit obligation, beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 64,201 $ 54,822
Service cost  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,781 3,042
Interest cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,862 4,194
Actuarial loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,706 4,836
Benefit payments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,580) (2,196)
Prior service cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 259 (497)____________ ____________

Projected benefit obligation, end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 72,229 64,201

Change in plan assets
Fair value of plan assets, beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 58,751 62,185
Actual return on plan assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,277) (2,874)
Employer contributions  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,339 1,636
Benefit payments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,580) (2,196)____________ ____________

Fair value of plan assets, end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 55,233 58,751____________ ____________

Funded status of plan assets
Plan assets less than projected benefit obligation . . . . . . . . . . . . . . . . . . . . . . . . . (16,996) (5,450)
Remaining unrecognized transition asset  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . – (213)
Unrecognized prior service cost  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 596 548
Unrecognized net loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19,338 7,421____________ ____________

Prepaid pension assets recorded in balance sheets . . . . . . . . . . . . . . . . . . . . . . . $ 2,938 $ 2,306____________ ________________________ ____________

Amounts recognized in the balance sheets
Prepaid pension asset recorded in balance sheets . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,938 $ 2,306
Accrued minimum pension liability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (5,663) –
Intangible asset . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 596 –
Accumulated comprehensive income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,067 –____________ ____________

Prepaid pension assets recorded in balance sheets . . . . . . . . . . . . . . . . . . . . . . . $ 2,938 $ 2,306____________ ________________________ ____________

Years Ended December 31,_______________________________________________

2002 2001 2000__________ __________ __________

Net periodic pension cost
Service cost – benefits earned during the period . . . . . . . . . . . . . . . . . $ 2,781% $ 3,042% $ 3,028%
Interest cost on projected benefit obligation . . . . . . . . . . . . . . . . . . . 4,862% 4,194% 3,709
Expected return on plan assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . (5,935)% (5,721)% (5,459)
Amortization of prior service cost  . . . . . . . . . . . . . . . . . . . . . . . . . 212% 262% 262
Amortization of net obligation at transition . . . . . . . . . . . . . . . . . . . (213)% (364)% (363)
Recognized net actuarial gain  . . . . . . . . . . . . . . . . . . . . . . . . . . . . – – (436)__________ __________ __________

Net periodic benefit cost  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,707% $ 1,413% $ 741__________ __________ ____________________ __________ __________

Weighted-average assumptions as of end of year
Discount rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.00% 7.50% 7.75%
Expected long-term return on plan assets . . . . . . . . . . . . . . . . . . . . . 9.00% 9.00% 9.00%
Rate of compensation increase . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.00% 4.00% 4.00%
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2002 2001 2000_____________________________ _______________________________ _____________________________

Average Average Average
Option Option Option

Shares Price Shares Price Shares Price____________ ____________ _____________ _____________ ____________ ____________

Outstanding, beginning of year . . . . . 1,232,100 $ 20.27 880,500 $ 19.70 556,250 $ 20.78
Granted . . . . . . . . . . . . . . . . . . . . 392,350 25.43 371,100 21.68 339,250 18.06
Exercised . . . . . . . . . . . . . . . . . . . (114,414) 17.08 (11,500) 21.67 – –
Forfeited . . . . . . . . . . . . . . . . . . . (59,875) 22.13 (8,000) 20.68 (15,000) 22.37____________ _____________ ____________

Outstanding, end of year . . . . . . . . . 1,450,161 21.85 1,232,100 20.27 880,500 19.70____________ _____________ ________________________ _____________ ____________

Exercisable, end of year . . . . . . . . . . 583,401 20.57 423,101 19.32 228,739 19.18____________ _____________ ________________________ _____________ ____________

Options Outstanding Options Exercisable_____________________________________________________________________________________________________________ ____________________________________

Weighted Weighted
Outstanding Weighted Average Average Exercisable Average

Range of December 31, Remaining Years Exercise December 31, Exercise
Exercise Prices 2002 to Expiration Price 2002 Price_____________________ _________________ _______________________ ____________ _________________ ____________

$12.73 – $15.27 . . . . . . 55,268 4.4 $ 13.53 55,268 $ 13.53
$17.82 – $20.37 . . . . . . 302,750 7.4 18.06 139,571 18.06
$20.38 – $22.91 . . . . . . 719,793 7.1 22.21 388,562 22.47
$22.92 – $25.46 . . . . . . 372,350 9.3 25.46 – –_________________ _________________

1,450,161 7.6 21.85 583,401 20.57_________________ __________________________________ _________________

Post Retirement Benefits
Trustmark does not provide any significant post-retirement
or post-employment benefits to associates at normal
retirement other than pension benefits.

Defined Contribution Plans
Trustmark provides its employees with a self-directed 401(k)
retirement plan which allows employees to contribute a
percentage of base pay, within limits provided by the Internal
Revenue Code and accompanying regulations, into the plan.
Trustmark’s contributions to this plan were $3.0 million in
2002 and $2.7 million in both 2001 and 2000.

Deferred Compensation Plan
Trustmark provides a deferred compensation plan covering
its directors, key executives and senior officers. Participants
in the deferred compensation plan can defer a portion of 

their compensation for payment after retirement. Life
insurance contracts have been purchased which may be
used to fund payments under the plan. Net expenses related
to this plan were $761 thousand in 2002 and $1.6 million
in 2001. As a result of death benefits received in 2000, a
net gain in the amount of $137 thousand was realized.

Long-Term Incentive Plan
Trustmark’s incentive stock plan provides for the granting
of incentive stock options and nonqualified stock options.
Stock options are granted at an exercise price equal to the
market value of the stock at the date of grant and are
exercisable for a period not to exceed ten years from the
date of grant. The maximum number of shares that can be
granted under this plan is 7.0 million shares. The following
tables summarize Trustmark’s option activities for 2002,
2001 and 2000:
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Lending Related
Trustmark makes commitments to extend credit and issues
standby and commercial letters of credit in the normal
course of business in order to fulfill the financing needs of
its customers. 

Commitments to extend credit are agreements to lend money
to customers pursuant to certain specified conditions.
Commitments generally have fixed expiration dates or other
termination clauses. Since many of these commitments are
expected to expire without being drawn upon, the total
commitment amounts do not necessarily represent future
cash requirements. Trustmark applies the same credit policies
and standards as it does in the lending process when making
these commitments. The collateral obtained is based upon
the assessed creditworthiness of the borrower.

Standby and commercial letters of credit are conditional
commitments issued by Trustmark to insure the performance
of a customer to a third party. Essentially, the same policies
regarding credit risk and collateral, which are followed in
the lending process, are used when issuing letters of credit.

Trustmark’s maximum exposure to credit loss in the event of
nonperformance by the other party for loan commitments
and letters of credit is represented by the contractual or
notional amount of those instruments. The following table
shows the contractual or notional amounts for lending
related financial instruments whose contractual amounts
represent credit risk at December 31 ($ in thousands): 

Contract or
Notional Amount__________________________________

2002 2001_______________ _____________

Loan commitments . . . . . . $1,130,356 $ 904,429
Standby and commercial 

letters of credit written . . $ 70,387 $ 38,864

Lease Commitments
Trustmark currently has lease commitments for banking
premises and equipment, which expire from 2003 to 2014.
These commitments contain renewal options, which 
extend the base lease from 5 to 20 years. Rental expense
approximated $3.7 million in 2002, $3.6 million in 2001
and $3.7 million in 2000.

At December 31, 2002, future minimum rental
commitments under noncancellable leases for banking
premises and general offices and equipment are as follows
($ in thousands):

2003 . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,072
2004 . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,805
2005 . . . . . . . . . . . . . . . . . . . . . . . . . . . 784
2006 . . . . . . . . . . . . . . . . . . . . . . . . . . . 377
2007 . . . . . . . . . . . . . . . . . . . . . . . . . . . 296
Thereafter . . . . . . . . . . . . . . . . . . . . . . . 485____________

Total . . . . . . . . . . . . . . . . . . . . . . $ 5,819________________________

Early Retirement Program
In December 2002, Trustmark introduced a voluntary early
retirement program for eligible associates. The cost of this
program, which is expected to be completed during the first
quarter of 2003, will depend on the number of associates
accepting the early retirement opportunity and will result in
a charge to Trustmark’s results of operations in 2003. 

Legal Proceedings
Trustmark and its subsidiaries are parties to lawsuits and
other claims that arise in the ordinary course of business.
Some of the lawsuits assert claims related to the lending,
collection, servicing, investment, trust and other business
activities; and some of the lawsuits allege substantial claims
for damages. The cases are being vigorously contested. In
the regular course of business, Management evaluates
estimated losses or costs related to litigation, and provision
is made for anticipated losses whenever Management
believes that such losses are probable and can be reasonably
estimated. At the present time, Management believes, based
on the advice of legal counsel, that the final resolution of
pending legal proceedings will not have a material impact
on Trustmark’s consolidated financial position or results 
of operations.
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Trustmark’s and TNB’s actual regulatory capital amounts and ratios are presented in the table below ($ in thousands):

Minimum Regulatory
Actual Minimum Regulatory Provision to be 

Regulatory Capital Capital Required Well Capitalized ___________________________ __________________________ ___________________________
Amount Ratio Amount Ratio Amount Ratio_____________ __________ _____________ _________ _____________ __________

At December 31, 2002:
Total Capital (to Risk Weighted Assets)

Trustmark Corporation . . . . . . . . . . . . $ 651,612 13.99% $ 372,504 8.00% – –%
Trustmark National Bank . . . . . . . . . . . 632,096 13.86% 364,835 8.00% $ 456,043 10.00%

Tier 1 Capital (to Risk Weighted Assets)
Trustmark Corporation . . . . . . . . . . . . $ 593,204 12.74% $ 186,252 4.00% – –%
Trustmark National Bank . . . . . . . . . . 574,910 12.61% 182,417 4.00% $ 273,626 6.00%

Tier 1 Capital (to Average Assets)
Trustmark Corporation . . . . . . . . . . . . $ 593,204 8.72% $ 204,044 3.00% – –%
Trustmark National Bank . . . . . . . . . . 574,910 8.64% 199,562 3.00% $ 332,603 5.00%

At December 31, 2001:
Total Capital (to Risk Weighted Assets)

Trustmark Corporation . . . . . . . . . . . . $ 655,486 14.40% $ 364,071 8.00% – –%
Trustmark National Bank . . . . . . . . . . 640,354 14.39% 355,983 8.00% $ 444,979 10.00%

Tier 1 Capital (to Risk Weighted Assets)
Trustmark Corporation . . . . . . . . . . . . $ 598,202 13.14% $ 182,035 4.00% – –%
Trustmark National Bank . . . . . . . . . . 584,541 13.14% 177,991 4.00% $ 266,987 6.00%

Tier 1 Capital (to Average Assets)
Trustmark Corporation . . . . . . . . . . . . $ 598,202 8.74% $ 205,398 3.00% – –%
Trustmark National Bank . . . . . . . . . . 584,541 8.73% 200,939 3.00% $ 334,898 5.00%

Note 14 – Shareholders’ Equity

Regulatory Capital
Trustmark and TNB are subject to minimum capital
requirements which are administered by various federal
regulatory agencies. These capital requirements, as defined
by federal guidelines, involve quantitative and qualitative
measures of assets, liabilities and certain off-balance sheet
instruments. Failure to meet minimum capital requirements
can initiate certain mandatory, and possibly additional
discretionary, actions by regulators that, if undertaken,
could have a direct material effect on the financial statements
of Trustmark and TNB.

Management believes, as of December 31, 2002, that
Trustmark and TNB meet all capital adequacy requirements
to which they are subject. At December 31, 2002, the most
recent notification from the Office of the Comptroller of the
Currency (OCC) categorized TNB as well capitalized. To be
categorized as well capitalized, TNB must maintain minimum
total risk-based, Tier 1 risk-based and Tier 1 leverage ratios
(defined in applicable regulations) as set forth in the table
below. There are no significant conditions or events that have
occurred since the OCC’s notification that Management
believes have affected TNB’s present classification.
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Common Stock Repurchase Program
On October 15, 2002, the Board of Directors of Trustmark
authorized the newest plan to repurchase up to 5% of
common stock, or approximately 3.1 million shares, subject
to market conditions and management discretion. Collectively,
the capital management plans adopted by Trustmark since
1998 have authorized the repurchase of 18.5 million shares
of common stock. Pursuant to these plans, Trustmark has
repurchased approximately 15.6 million shares at a cost of
$325.7 million, including 3.3 million shares during 2002 at
a cost of $78.7 million. The current remaining authorization
is approximately 2.9 million shares.

Authorization of Preferred Shares
On April 9, 2002, the shareholders approved a proposal by
the Board of Directors to amend the Articles of Incorporation
to authorize the issuance of up to 20 million preferred shares
with no par value. The Board of Directors believes that
authorizing preferred shares for potential issuance is advisable
and in the best interests of Trustmark. The ability to issue
preferred shares in the future will provide Trustmark with
additional financial and management flexibility for general
corporate and acquisition purposes. As of December 31,
2002, no such shares have been issued.

Dividends
Dividends paid by Trustmark are substantially funded from
dividends received from TNB. Approval by TNB’s regulators
is required if the total of all dividends declared in any
calendar year exceeds the total of its net income for that year
combined with its retained net income of the preceding 

two years. During the fourth quarter of 2002, TNB applied
for and received approval from its regulators to pay an
additional $100.0 million in dividends during 2003. Based
on this approval, TNB will have available in 2003
approximately $33.7 million plus its net income for that
year to pay as dividends.

Comprehensive Income
Comprehensive income is the change in equity during a period
from transactions and other events and circumstances from
nonowner sources. It includes all changes in equity during a
period except those resulting from investments by owners
and distributions to owners.

In addition to net income, Trustmark has identified changes
related to other nonowner transactions in the Consolidated
Statements of Changes in Shareholders’ Equity. Changes in
other nonowner transactions consist of changes in the fair
value on securities available for sale, cash flow hedges and
a minimum pension liability.

In the calculation of comprehensive income, certain
reclassification adjustments are made to avoid duplicating
items that are displayed as part of net income and other
comprehensive income in that period or earlier periods. The
following table reflects the reclassification amounts and the
related tax effects of changes in fair value on securities
available for sale, cash flow hedges and a minimum pension
liability for the years ended December 31, 2002, 2001 and
2000 ($ in thousands):
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Accumulated
Other

Before-Tax Tax Comprehensive
Accumulated other comprehensive income: Amount Effect Income____________ ___________ ___________________

Balance, January 1, 2000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,860 $ (1,496) $ 2,364
Net change in fair value of securities available for sale . . . . . . . . . . . . . . 22,217 (8,498) 13,719
Net change in fair value of cash flow hedges . . . . . . . . . . . . . . . . . . . . . (764) 292 (472)
Less adjustment for net gains included in net income . . . . . . . . . . . . . . . (9,388) 3,591 (5,797)____________ ___________ ___________________

Balance, December 31, 2000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,925 (6,111) 9,814
Net change in fair value of securities available for sale . . . . . . . . . . . . . . 14,772 (5,650) 9,122
Net change in fair value of cash flow hedges . . . . . . . . . . . . . . . . . . . . . 2,068 (791) 1,277
Less adjustment for net gains included in net income . . . . . . . . . . . . . . . (2,448) 936 (1,512)____________ ___________ ___________________

Balance, December 31, 2001 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30,317 (11,616) 18,701
Net change in fair value of securities available for sale . . . . . . . . . . . . . . 7,341 (2,808) 4,533
Net change in fair value of cash flow hedges . . . . . . . . . . . . . . . . . . . . . (6,107) 2,336 (3,771)
Minimum pension liability adjustment  . . . . . . . . . . . . . . . . . . . . . . . . (5,067) 1,938 (3,129)
Less adjustment for net gains included in net income . . . . . . . . . . . . . . . (13,568) 5,190 (8,378)____________ ___________ ___________________

Balance, December 31, 2002 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 12,916 $ (4,960) $ 7,956____________ ___________ _______________________________ ___________ ___________________
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The carrying amounts and estimated fair values of financial instruments at December 31, 2002 and 2001, are as follows
($ in thousands):

2002 2001____________________________________ ___________________________________

Carrying Estimated Carrying Estimated
Value Fair Value Value Fair Value________________ ________________ ________________ ________________

Financial Assets:
Cash and short-term investments . . . . . . . . . . . . . . $ 381,384 $ 381,384 $ 466,300 $ 466,300
Securities available for sale . . . . . . . . . . . . . . . . . . 1,262,570 1,262,570 1,061,495 1,061,495
Securities held to maturity  . . . . . . . . . . . . . . . . . . 549,197 578,150 792,052 820,917
Net loans  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,542,595 4,636,282 4,448,832 4,515,204
Interest rate contracts  . . . . . . . . . . . . . . . . . . . . . 730 730 9,278 9,278

Financial Liabilities:
Deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,686,296 4,713,394 4,613,365 4,639,695
Short-term liabilities . . . . . . . . . . . . . . . . . . . . . . 1,230,937 1,230,937 1,596,193 1,596,193
Long-term FHLB advances . . . . . . . . . . . . . . . . . . 475,000 507,031 225,000 267,252
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The methodology and significant assumptions used in
estimating the fair values presented above are as follows:

In cases where quoted market prices are not available, fair
values are generally based on estimates using present value
techniques. Those techniques are significantly affected by the
assumptions used, including the discount rate and estimates
of future cash flows. In that regard, the derived fair value
estimates for those assets or liabilities cannot be substantiated
by comparison to independent markets and, in many cases,
could not be realized in immediate settlement of the
instruments. The estimated fair value of financial instruments
with immediate and shorter-term maturities (generally 90
days or less) is assumed to be the same as the recorded book
value. All nonfinancial instruments, by definition, have been
excluded from these disclosure requirements. Accordingly,
the aggregate fair value amounts presented do not represent
the underlying value of Trustmark.

Cash and Short-Term Investments
The carrying amounts for cash and due from banks and short-
term investments (federal funds sold and securities purchased
under reverse repurchase agreements) approximate fair
values due to their immediate and shorter-term maturities.

Securities
Estimated fair values for securities available for sale and
securities held to maturity are based on quoted market prices
where available. If quoted market prices are not available,
estimated fair values are based on quoted market prices of
comparable instruments.

Loans
The fair values of loans are estimated for portfolios of loans
with similar financial characteristics. For variable rate loans
that reprice frequently with no significant change in credit
risk, fair values are based on carrying values. The fair values
of certain mortgage loans, such as 1-4 family residential
properties, are based on quoted market prices of similar
loans sold in conjunction with securitization transactions,
adjusted for differences in loan characteristics. The fair
values of other types of loans are estimated by discounting
the future cash flows using the current rates at which similar
loans would be made to borrowers with similar credit ratings
and for the same remaining maturities.

Interest Rate Contracts
The fair value of interest rate contracts, such as caps and
floors, is based on standard pricing methodology using
current market rates and volatility.

Deposits
The fair values of deposits with no stated maturity, such as
noninterest-bearing demand deposits, NOW accounts,
MMDA products and savings accounts are, by definition,
equal to the amount payable on demand which is the
carrying value. Fair values for certificates of deposit are
based on the discounted value of contractual cash flows.
The discount rate is estimated using the rates currently
offered for deposits of similar remaining maturities.



Short-Term Liabilities
The carrying amounts for federal funds purchased, securities
sold under repurchase agreements and other borrowings
approximate their fair values.

Long-Term FHLB Advances
Fair values for long-term FHLB advances are based on the
discounted value of contractual cash flows.

Off-Balance Sheet Instruments
The fair values of loan commitments and letters of credit
approximate the fees currently charged for similar
agreements or the estimated cost to terminate or otherwise
settle similar obligations. The fees associated with these
financial instruments, or the estimated cost to terminate, as
applicable, are immaterial.
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Note 16 – Derivative Financial Instruments

Trustmark uses derivatives to reduce interest rate exposures
by mitigating the interest rate risk of mortgage loans held
for sale and mortgage loans in process. Trustmark regularly
enters into derivative financial instruments in the form of
forward contracts, as part of its normal asset/liability
management strategies. Forward contracts are agreements to
purchase or sell securities or other money market instruments
at a future specified date at a specified price or yield.
Trustmark’s obligations under forward contracts consist of
commitments to deliver mortgage loans, originated and/or
purchased, in the secondary market at a future date. The
credit risk inherent in forward contracts arises from the
potential inability of counterparties to meet the terms of their
contracts; therefore, the contractual or notional amounts of
these contracts do not represent Trustmark’s actual exposure
to credit loss. Trustmark’s off-balance sheet obligations
under forward contracts totaled $283.2 million as of 
December 31, 2002, with an unrealized loss of $3.0 million,
net of deferred taxes, which is included in other compre-
hensive income in shareholders’ equity.

Trustmark continues a risk controlling strategy that utilizes
caps and floors. The intent of utilizing these financial
instruments is to reduce the risk associated with the effects
of significant movements in interest rates. Caps and floors,
which are not designated as hedging instruments, are options
linked to a notional principal amount and an underlying
indexed interest rate. Exposure to loss on these options will
increase or decrease as interest rates fluctuate. At December
31, 2002, Trustmark had $300 million notional amount of
interest rate caps with carrying values totaling $730
thousand.  These caps mature in 2006 and are linked to the
three-month LIBOR, with a strike rate of 6%.  Trustmark
did not have any interest rate floors at December 31, 2002.

During 2002, Trustmark sold its 5-year floor contract and
purchased an additional 5-year cap contract with a notional
amount of $100 million. Trustmark received payments of
$1.3 million on the interest rate floor during 2002, compared
with $982 thousand during 2001, as the interest rate floor
contract reached its strike price. These payments have been
recorded as other interest income. No such payments were
received in 2000. 

Note 17 – Managed Loans

During 2002, Trustmark sold $1.049 billion of residential
mortgage loans in securitization transactions compared
with $1.226 billion in 2001. Pretax gains on these sales
totaled $8.4 million in 2002 compared with $8.1 million in
2001 and were recorded in noninterest income. Trustmark 

receives annual servicing fee income approximating 0.35%
of the outstanding balance of the underlying loans.
Mortgage servicing rights are discussed further in Note 7 –
Intangible Assets. The investors and the securitization trusts
have no recourse to the assets of Trustmark for failure of
debtors to pay when due.



In the determination of the value of mortgage servicing rights
at the dates of securitization, certain key economic
assumptions are made. During 2002, mortgage servicing
rights were added based on discount rates ranging from 7%
to 10%, prepayment rates ranging from 7% to 30% CPR
and weighted average lives ranging from four to eight years.

At December 31, 2002, the fair value of mortgage servicing
rights was $48.8 million, with a weighted average life of
approximately four years.  Based on this information, the
following table illustrates the sensitivity of the fair value of
mortgage servicing rights to immediate 10% and 20% adverse
changes in the following key assumptions ($ in thousands):

Impact on Fair Value
(Adverse Change)____________________

Assumptions                Range 10% 20%____________            ________ ________ ________
Discount Rate           7 – 12% $ (2,169) $ (3,366)
Prepayment Rate     12 – 24% CPR (4,035) (6,436)

These sensitivities are hypothetical and should not be
considered to predict actual future performance. As changes
in assumptions and changes in fair value may not be linear,
it is not possible to extrapolate the impact of other scenarios
from these projections. Also, changes in one assumption
may result in changes in other assumptions, which might
magnify or counteract the sensitivities.
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Note 18 – Segment Information

Trustmark has four reportable segments: Retail Banking,
Commercial Banking, Financial Services and Treasury &
Other. The Retail Banking division delivers a full range of
banking, investment and risk management products and
services to individuals and small businesses through
Trustmark’s extensive branch network. The Commercial
Banking division provides various financial products and
services to corporate and middle-market clients. Included
among these products and services are specialized services
for commercial and residential real estate development
lending, indirect automobile financing and other specialized
lending services. Financial Services includes trust and fiduciary
services, discount brokerage services, insurance services, as
well as credit card and mortgage services. Also included in
this segment is a selection of investment management services
including Trustmark’s proprietary mutual fund family.
Treasury & Other consists of asset/liability management
activities that include the investment portfolio and the
related gains/losses on sales of securities, as well as credit 

risk management, bank operations, human resources,
marketing and the controller’s department. Treasury &
Other also includes expenses such as corporate overhead
and amortization of intangible assets.

Trustmark evaluates performance and allocates resources
based on the profit or loss of the individual segments.
Trustmark uses matched maturity transfer pricing to assign
cost of funding to assets and earnings credits to liabilities
with a corresponding offset to Treasury & Other.
Trustmark allocates noninterest expense based on various
activity-based costing statistics. Excluding internal funding,
Trustmark does not have intercompany revenues or
expenses. Additionally, segment income tax expense is
calculated using the marginal tax rate. The difference
between the marginal and effective tax rate is included in
Treasury & Other. 



The following table discloses financial information by segment for the years ended December 31, 2002, 2001 and 2000 
($ in thousands):

Retail Commercial Financial Treasury &
2002 Banking Banking Services Other Total______ _______________ _______________ ________________ _______________ _______________

Net interest income from 
external customers . . . . . . . . . . . . . $ 52,517 $ 102,584 $ 68,941 $ 68,144 $ 292,186

Internal funding . . . . . . . . . . . . . . . . . . 96,287 (55,240) (25,248) (15,799) –_______________ _______________ ________________ _______________ _______________

Net interest income  . . . . . . . . . . . . . . . 148,804 47,344 43,693 52,345 292,186
Provision for loan losses  . . . . . . . . . . . . 5,940 5,828 1,828 511 14,107_______________ _______________ ________________ _______________ _______________

Net interest income after provision 
for loan losses . . . . . . . . . . . . . . . . 142,864 41,516 41,865 51,834 278,079

Noninterest income  . . . . . . . . . . . . . . . 56,127 645 73,129 11,969 141,870
Noninterest expense . . . . . . . . . . . . . . . 128,111 16,122 75,863 13,745 233,841_______________ _______________ ________________ _______________ _______________

Income before income taxes . . . . . . . . . . 70,880 26,039 39,131 50,058 186,108
Income taxes . . . . . . . . . . . . . . . . . . . . 24,524 8,986 13,973 17,485 64,968_______________ _______________ ________________ _______________ _______________

Segment net income  . . . . . . . . . . . . . . . $ 46,356 $ 17,053 $ 25,158 $ 32,573 $ 121,140_______________ _______________ ________________ _______________ ______________________________ _______________ ________________ _______________ _______________

Selected Financial Information
Average assets . . . . . . . . . . . . . . . . $ 2,353,117 $ 1,580,113 $ 1,118,722 $ 1,789,840 $ 6,841,792
Depreciation and amortization . . . . . $ 5,257 $ 184 $ 22,137 $ 9,293 $ 36,871

2001______

Net interest income from 
external customers . . . . . . . . . . . . . $ 24,861 $ 124,469 $ 50,037 $ 67,537 $ 266,904

Internal funding . . . . . . . . . . . . . . . . . . 119,992 (79,946) (16,012) (24,034) –_______________ _______________ ________________ _______________ _______________

Net interest income  . . . . . . . . . . . . . . . 144,853 44,523 34,025 43,503 266,904
Provision for loan losses  . . . . . . . . . . . . 6,912 3,814 2,109 365 13,200_______________ _______________ ________________ _______________ _______________

Net interest income after provision 
for loan losses . . . . . . . . . . . . . . . . 137,941 40,709 31,916 43,138 253,704

Noninterest income  . . . . . . . . . . . . . . . 54,211 510 66,183 11,086 131,990
Noninterest expense . . . . . . . . . . . . . . . 126,440 15,606 58,066 14,155 214,267_______________ _______________ ________________ _______________ _______________

Income before income taxes . . . . . . . . . . 65,712 25,613 40,033 40,069 171,427
Income taxes . . . . . . . . . . . . . . . . . . . . 22,731 8,844 14,105 14,466 60,146_______________ _______________ ________________ _______________ _______________

Segment net income  . . . . . . . . . . . . . . . $ 42,981 $ 16,769 $ 25,928 $ 25,603 $ 111,281_______________ _______________ ________________ _______________ ______________________________ _______________ ________________ _______________ _______________

Selected Financial Information
Average assets . . . . . . . . . . . . . . . . $ 2,271,258 $ 1,591,874 $ 883,977 $ 2,240,751 $ 6,987,860
Depreciation and amortization . . . . . $ 4,856 $ 209 $ 10,940 $ 10,859 $ 26,864
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Retail Commercial Financial Treasury &
2000 Banking Banking Services Other Total______ _______________ _______________ ________________ _______________ _______________

Net interest income from 
external customers . . . . . . . . . . . . . $ 27,610 $ 128,890 $ 47,455 $ 29,025 $ 232,980

Internal funding . . . . . . . . . . . . . . . . . . 95,034 (92,189) (20,919) 18,074 –_______________ _______________ ________________ _______________ _______________

Net interest income  . . . . . . . . . . . . . . . 122,644 36,701 26,536 47,099 232,980
Provision for loan losses  . . . . . . . . . . . . 6,620 2,071 1,710 – 10,401_______________ _______________ ________________ _______________ _______________

Net interest income after provision 
for loan losses . . . . . . . . . . . . . . . . 116,024 34,630 24,826 47,099 222,579

Noninterest income  . . . . . . . . . . . . . . . 50,637 594 58,475 14,834 124,540
Noninterest expense . . . . . . . . . . . . . . . 110,969 15,824 47,915 14,086 188,794_______________ _______________ ________________ _______________ _______________

Income before income taxes and 
cumulative effect of a change in 
accounting principle . . . . . . . . . . . . 55,692 19,400 35,386 47,847 158,325

Income taxes . . . . . . . . . . . . . . . . . . . . 19,219 6,699 12,395 15,811 54,124_______________ _______________ ________________ _______________ _______________

Income before cumulative effect 
of a change in accounting principle  . . 36,473 12,701 22,991 32,036 104,201

Cumulative effect of a change in 
accounting principle (net of tax) . . . . – – – (2,464) (2,464)_______________ _______________ ________________ _______________ _______________

Segment net income  . . . . . . . . . . . . . . . $ 36,473 $ 12,701 $ 22,991 $ 29,572 $ 101,737_______________ _______________ ________________ _______________ ______________________________ _______________ ________________ _______________ _______________

Selected Financial Information
Average assets . . . . . . . . . . . . . . . . $ 2,132,184 $ 1,509,260 $ 870,981 $ 2,268,604 $ 6,781,029
Depreciation and amortization . . . . . $ 4,190 $ 205 $ 5,789 $ 10,725 $ 20,909

Note 19 – Trustmark Corporation (Parent Company Only) Financial Information ($ in thousands):

Balance Sheets

December 31,_________________________________________

2002 2001_______________ _______________

Assets
Investment in banks  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 673,426 $ 681,326
Other assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,254 4,482_______________ _______________

Total Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 679,680 $ 685,808_______________ ______________________________ _______________

Liabilities and Shareholders’ Equity
Accrued expense  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 146 $ 364
Shareholders’ equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 679,534 685,444_______________ _______________

Total Liabilities and Shareholders’ Equity  . . . . . . . . . . . . . . . . . . . . . . . . . $ 679,680 $ 685,808_______________ ______________________________ _______________

Notes to Consolidated Financial Statements__________________________________________________________________________________________________________________________________________________________
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Note 19 – Trustmark Corporation (Parent Company Only) Financial Information ($ in thousands): (continued)

Statements of Income

Years Ended December 31,_________________________________________________________________

2002 2001 2000______________ ______________ ______________

Revenue
Dividends received from banks . . . . . . . . . . . . . . . . . . . . . . $ 118,215 $ 187,570 $ 123,380
Earnings of subsidiaries over (under) distributions . . . . . . . . . 2,616 (77,202) (27,318)
Other income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 697 1,418 9,018______________ ______________ ______________

Total Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 121,528 111,786 105,080
Expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 388 505 3,343______________ ______________ ______________

Net Income  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 121,140 $ 111,281 $ 101,737______________ ______________ ____________________________ ______________ ______________

Statements of Cash Flows

Years Ended December 31,_________________________________________________________________

2002 2001 2000______________ ______________ ______________

Operating Activities
Net income  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 121,140 $ 111,281 $ 101,737
Adjustments to reconcile net income to net cash provided 

by operating activities:
(Increase) decrease in investment in subsidiaries  . . . . . . (2,616) 77,202 27,318
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (85) 24 (98)______________ ______________ ______________

Net cash provided by operating activities . . . . . . . . . . . . . . . 118,439 188,507 128,957

Investing Activities
Net cash paid in business combinations . . . . . . . . . . . . . . . . – (78,026) –
Proceeds from sales of securities available for sale  . . . . . . . . . 813 1,546 4,933
Purchases of premises and equipment . . . . . . . . . . . . . . . . . . (4,077) – –_____________ ______________ ______________

Net cash (used) provided by investing activities . . . . . . . . . . . (3,264) (76,480) 4,933

Financing Activities
Cash dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (38,210) (36,001) (34,629)
Common stock transactions, net . . . . . . . . . . . . . . . . . . . . . (78,095) (74,386) (100,673)______________ ______________ ______________

Net cash used by financing activities . . . . . . . . . . . . . . . . . . (116,305) (110,387) (135,302)______________ ______________ ______________

Increase (decrease) in cash and cash equivalents . . . . . . . . . . . (1,130) 1,640 (1,412)
Cash and cash equivalents at beginning of year . . . . . . . . . . . 3,885 2,245 3,657______________ ______________ ______________

Cash and cash equivalents at end of year . . . . . . . . . . . . . . . $ 2,755 $ 3,885 $ 2,245______________ ______________ ____________________________ ______________ ______________

Trustmark (parent company only) paid income taxes of approximately $70.4 million in 2002, $55.6 million in 2001 and
$49.7 million in 2000. No interest was paid during 2002, 2001 and 2000.

Notes to Consolidated Financial Statements__________________________________________________________________________________________________________________________________________________________
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($ in thousands except per share data)

Years Ended December 31, 2002 2001 2000 1999 1998____________________________________________________ _______________ ________________ ________________ ________________ ________________

Consolidated Statements of Income
Total interest income . . . . . . . . . . $ 405,952 $ 476,146 $ 488,176 $ 447,481 $ 418,720
Total interest expense  . . . . . . . . . 113,766 209,242 255,196 205,079 191,900_______________ ________________ ________________ ________________ ________________

Net interest income . . . . . . . . . . . 292,186 266,904 232,980 242,402 226,820
Provision for loan losses . . . . . . . . 14,107 13,200 10,401 9,072 7,771
Noninterest income . . . . . . . . . . . 141,870 131,990 124,540 101,943 86,990
Noninterest expense  . . . . . . . . . . 233,841 214,267 188,794 186,043 176,941_______________ ________________ ________________ ________________ ________________

Income before income taxes and 
cumulative effect of a change in
accounting principle . . . . . . . . . 186,108 171,427 158,325 149,230 129,098

Income taxes . . . . . . . . . . . . . . . 64,968 60,146 54,124 51,236 45,784_______________ ________________ ________________ ________________ ________________

Income before cumulative effect
of a change in accounting 
principle  . . . . . . . . . . . . . . . . 121,140 111,281 104,201 97,994 83,314

Cumulative effect of a change in
accounting principle 
(net of tax) . . . . . . . . . . . . . . . – – (2,464) – –_______________ ________________ ________________ ________________ ________________

Net income . . . . . . . . . . . . . . . . $ 121,140 $ 111,281 $ 101,737 $ 97,994 $ 83,314_______________ ________________ ________________ ________________ _______________________________ ________________ ________________ ________________ ________________

Per Share Data
Basic earnings per share before 

cumulative change . . . . . . . . . . $ 1.95 $ 1.72 $ 1.53 $ 1.36 $ 1.14
Cumulative effect of a change

in accounting principle . . . . . . . – – (0.03) – –_______________ ________________ ________________ ________________ ________________

Basic earnings per share  . . . . . . . . $ 1.95 $ 1.72 $ 1.50 $ 1.36 $ 1.14_______________ ________________ ________________ ________________ _______________________________ ________________ ________________ ________________ ________________

Diluted earnings per share before 
cumulative change . . . . . . . . . . $ 1.94 $ 1.72 $ 1.53 $ 1.36 $ 1.14

Cumulative effect of a change
in accounting principle . . . . . . . – – (0.03) – –_______________ ________________ ________________ ________________ ________________

Diluted earnings per share  . . . . . . $ 1.94 $ 1.72 $ 1.50 $ 1.36 $ 1.14_______________ ________________ ________________ ________________ _______________________________ ________________ ________________ ________________ ________________

Cash dividends per share  . . . . . . . $ 0.62 $ 0.56 $ 0.51 $ 0.44 $ 0.35_______________ ________________ ________________ ________________ _______________________________ ________________ ________________ ________________ ________________

December 31, 2002 2001 2000 1999 1998____________________________________________________ _______________ ________________ ________________ ________________ ________________

Consolidated Balance Sheets
Total assets  . . . . . . . . . . . . . . . . $ 7,138,706 $ 7,180,339 $ 6,886,988 $ 6,743,404 $ 6,355,190
Securities  . . . . . . . . . . . . . . . . . 1,811,767 1,853,547 2,125,098 2,174,201 1,946,509
Loans   . . . . . . . . . . . . . . . . . . . 4,617,366 4,524,366 4,143,933 4,014,935 3,702,318
Deposits . . . . . . . . . . . . . . . . . . 4,686,296 4,613,365 4,058,418 3,924,796 3,946,397

Selected Financial Data__________________________________________________________________________________________________________________________________________________________
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(unaudited)
($ in thousands except per share data)

2002 1st 2nd 3rd 4th______________________________________________________________________________ _____________ _____________ _____________ _____________

Interest income  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 104,837 $ 103,499 $ 101,421 $ 96,195
Net interest income  . . . . . . . . . . . . . . . . . . . . . . . . . . . 73,929 74,791 73,093 70,373
Provision for loan losses  . . . . . . . . . . . . . . . . . . . . . . . . 4,307 3,000 3,000 3,800
Income before income taxes . . . . . . . . . . . . . . . . . . . . . . 46,618 48,727 46,533 44,230
Net income   . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30,329 31,403 30,062 29,346
Earnings per share

Basic and Diluted  . . . . . . . . . . . . . . . . . . . . . . . . 0.48 0.50 0.49 0.48

2001 1st 2nd 3rd 4th______________________________________________________________________________ _____________ _____________ _____________ _____________

Interest income  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 121,574 $ 123,991 $ 119,457 $ 111,124
Net interest income  . . . . . . . . . . . . . . . . . . . . . . . . . . . 58,199 65,893 70,127 72,685
Provision for loan losses  . . . . . . . . . . . . . . . . . . . . . . . . 2,400 2,400 3,800 4,600
Income before income taxes  . . . . . . . . . . . . . . . . . . . . . . 39,888 41,916 44,342 45,281
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25,884 27,279 28,709 29,409
Earnings per share

Basic and Diluted  . . . . . . . . . . . . . . . . . . . . . . . . 0.40 0.41 0.44 0.46

Principal Markets and Prices of Trustmark’s Stock__________________________________________________________________________________________________________________________________________________________

Dividends Stock Prices_______________________________________________

Per Share High Low _____________ _____________ ____________

2002________________

4th Quarter $ 0.165 $ 24.300 $ 20.350
3rd Quarter 0.150 26.150 21.290
2nd Quarter 0.150 27.140 24.560
1st Quarter 0.150 25.500 23.380

2001________________

4th Quarter $ 0.150 $ 24.820 $ 21.260
3rd Quarter 0.135 24.750 20.450
2nd Quarter 0.135 23.770 18.000
1st Quarter 0.135 22.625 19.375

Trustmark’s common stock is listed for trading on the NASDAQ stock market as stock symbol TRMK.

Summary of Quarterly Results of Operations__________________________________________________________________________________________________________________________________________________________
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The following provides a narrative discussion and analysis
of Trustmark Corporation’s (Trustmark) financial condition
and results of operations. This discussion should be read 
in conjunction with the consolidated financial statements
and the supplemental financial data included elsewhere in
this report.

Business

Trustmark is a multi-bank holding company headquartered
in Jackson, Mississippi, incorporated under the Mississippi
Business Corporation Act on August 5, 1968. Trustmark
commenced doing business in November 1968. Through 
its subsidiaries, Trustmark operates as a financial services
organization providing banking and financial solutions to
corporate, institutional and individual customers predomi-
nantly within the states of Mississippi and Tennessee. 

Trustmark National Bank (TNB), Trustmark’s wholly-owned
subsidiary, accounts for substantially all of the assets and
revenues of Trustmark. Chartered by the state of Mississippi
in 1889, TNB is also headquartered in Jackson, Mississippi.
In addition to banking activities, TNB provides investment
and insurance products and services to its customers through
three wholly-owned subsidiaries, Trustmark Financial
Services, Inc., Trustmark Investment Advisors, Inc. and The
Bottrell Insurance Agency, Inc.

Trustmark also engages in banking activities through its
wholly-owned subsidiary, Somerville Bank & Trust Company
(Somerville), headquartered in Somerville, Tennessee.
Somerville was acquired in a business combination during
2001 and presently has five locations in Somerville, Hickory
Withe and Rossville, Tennessee. In addition to its banking
subsidiaries, Trustmark also owns all of the stock of F. S.
Corporation and First Building Corporation, both inactive
nonbank Mississippi corporations. Neither Trustmark nor
its subsidiaries have any foreign activities. As of 
December 31, 2002, Trustmark and its subsidiaries
employed 2,443 full-time equivalent employees.

In 2001, Trustmark began implementation of a new brand
position as a “trusted financial partner” to reflect the move
from a bank to a diversified financial services organization.
Trustmark engages in business through its four reportable
segments: Retail Banking, Commercial Banking, Financial
Services and Treasury & Other. The Retail Banking division
provides banking services to individuals and small business
customers. The Commercial Banking division provides
commercial lending and other banking services to corporate

and middle-market banking clients. Financial Services offers
a full range of services to meet specialized financial needs of
both individuals and corporate clients. Treasury & Other
consists of internal operations, such as asset/liability
management activities including the investment portfolio
and the related gains/losses on sales of securities, as well as
credit risk management, bank operations, human resources,
marketing and the controller’s department.

Forward-Looking Statements

Certain statements contained in Trustmark’s Management’s
Discussion and Analysis of Financial Condition and Results
of Operations are not statements of historical fact and
constitute forward-looking statements within the meaning of
the Private Securities Litigation Reform Act of 1995. These
forward-looking statements relate to anticipated future
operating and financial performance measures, including net
interest margin, credit quality, business initiatives, growth
opportunities and growth rates, among other things. Words
such as “expects,” “anticipates,” “believes,” “estimates” and
other similar expressions are intended to identify these
forward-looking statements. Such forward-looking
statements are subject to certain risks, uncertainties and
assumptions. Should one or more of these risks materialize,
or should any such underlying assumptions prove to be
significantly different, actual results may vary significantly
from those anticipated, estimated, projected or expected.
These risks could cause actual results to differ materially from
current expectations of Management and include the following:

❖ The level of nonperforming assets, charge-offs and
provision expense can be affected by local, state and
national economic and market conditions as well as
Management’s judgments regarding collectibility of
loans.

❖ Material changes in market interest rates can
materially affect many aspects of Trustmark’s
financial condition and results of operations.
Trustmark is exposed to the potential of losses
arising from adverse changes in market interest rates
and prices which can adversely impact the value of
financial products, including securities, loans,
deposits, debt and derivative financial instruments.
Factors that may affect the market interest rates
include local, regional and national economic
conditions; utilization and effectiveness of market
interest rate contracts; and the availability of
wholesale and retail funding sources to Trustmark.
Many of these factors are outside Trustmark’s control. 

Management’s Discussion and Analysis of Financial Condition and Results of Operations__________________________________________________________________________________________________________________________________________________________
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❖ Increases in prepayment speeds of mortgage loans
resulting from a declining interest rate environment
will have an impact on the fair value of the mortgage
servicing portfolio which can materially affect
Trustmark’s results of operations. 

❖ The costs and effects of litigation and of unexpected
or adverse outcomes in such litigation can materially
affect Trustmark’s results of operations.

❖ Competition in loan and deposit pricing, as well as
the entry of new competitors into our markets
through de novo expansion and acquisitions, among
other means, could have an effect on Trustmark’s
operations in our existing markets. 

❖ Trustmark is subject to regulation by federal
banking agencies and authorities and the Securities
and Exchange Commission. Changes in existing
regulations or the adoption of new regulations
could make it more costly for Trustmark to do
business or could force changes in the manner
Trustmark does business, which could have an
impact on Trustmark’s financial condition or results
of operations.

Although Management believes that the expectations
reflected in such forward-looking statements are reasonable,
it can give no assurance that such expectations will prove
to be correct. These statements are representative only as 
of the date hereof, and Trustmark does not assume any
obligation to update these forward-looking statements or
to update the reasons why actual results could differ from
those projected in the forward-looking statements.

Critical Accounting Policies

Trustmark’s consolidated financial statements are prepared
in accordance with accounting principles generally accepted
in the United States of America, which require the use of
estimates and assumptions that affect the amounts reported
in those consolidated financial statements. The following is
a description of the accounting policies applied by
Trustmark which are deemed “critical.” Critical accounting
policies are defined as policies that are important to the
portrayal of Trustmark’s financial condition and results of
operations and that require Management’s most difficult,
subjective or complex judgments. Actual financial results
could differ significantly if different judgments or estimates
are applied in the application of these policies.

Allowance for Loan Losses
The allowance for loan losses is maintained at a level
Management and the Board of Directors believe is adequate

to absorb estimated probable losses within the loan portfolio.
A formal analysis is prepared monthly to assess the risk in
the loan portfolio and to determine the adequacy of the
allowance for loan losses. The analysis for loan losses
considers any identified impairment and estimates determined
by applying specific allowance factors to the commercial
and consumer loan portfolios.

Commercial loans as well as commercial real estate loans
carry an internally assigned risk grade based on a scale of
one to ten. An allowance factor is assigned to each loan
grade based on historical loan losses in addition to other
factors such as the level and trend of delinquencies, classified
and criticized loans and nonperforming loans. Other factors
are also taken into consideration such as local, regional 
and national economic trends, industry and other types of
concentrations and loan loss trends that run counter to
historical averages. All classified loans greater than 
$500 thousand are reviewed quarterly by the Asset Review
Department to determine if a higher allowance factor
should be applied to the loan based on a greater level of
risk and probability of loss.

Consumer loans carry allowance factors applied to pools of
homogeneous loans such as direct and indirect loans, credit
cards, home equity loans, other types of revolving consumer
lines of credit and residential mortgage loans. The allowance
factor applied to each pool is based on historical loan loss
trends as well as current and projected trends in loan losses.
Also taken into consideration are trends in consumer
delinquencies, consumer bankruptcies and the effectiveness
of Trustmark’s collection function as well as economic
conditions and trends referred to above.

Mortgage Servicing Rights
Mortgage servicing rights are rights to service mortgage
loans for others, whether the loans were acquired through
purchase or loan origination. Purchased mortgage servicing
rights are capitalized at cost. For loans originated and sold
where the servicing rights have been retained, Trustmark
allocates the cost of the loan and the servicing right based
on their relative fair values. In determining the fair value of
mortgage servicing rights, Trustmark relies on assumptions
regarding factors such as mortgage interest rates, discount
rates, mortgage loan prepayment speeds, market trends and
industry demands. Any change in these assumptions could
produce different fair values of mortgage servicing rights.
Impairment, if any, for mortgage servicing rights is recognized
through a valuation allowance with a corresponding charge
to noninterest expense that is determined using estimated
fair values with the loans stratified by product type and term.
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Fair Values 
Determining the fair value of net assets acquired through
business combinations, including the recognition of
intangible assets, involves a high degree of judgment and
complexity. Certain assets, such as loans held for sale, are
accounted for at the lower of cost or fair value. Some of
these assets do not have readily available market quotations
and require an estimation of their fair value. Additionally,
certain recorded assets, such as goodwill and core deposit
intangibles, are subject to periodic impairment analysis. As
of December 31, 2002, Trustmark had unamortized goodwill
totaling $48.0 million and other identifiable intangible
assets subject to amortization totaling $22.8 million. These
intangible assets are evaluated for impairment periodically.
Impairment, if any, for goodwill and other identifiable
intangible assets would be charged to noninterest expense. 

Business Combinations

In June 2002, The Bottrell Insurance Agency, Inc., a wholly-
owned subsidiary of TNB, acquired Chandler-Sampson
Insurance, Inc. (CSI) located in Jackson, Mississippi.
CSI was a regional leader in school, medical malpractice
and mid-market business insurance and had total assets 
of approximately $2 million. This business combination,
which is not material to Trustmark, was accounted for
under the purchase method of accounting.

During 2001, Trustmark completed its first two interstate
business combinations, with Barret Bancorp, Inc. (Barret)
in Barretville, Tennessee, and with Nashoba Bancshares,
Inc. (Nashoba) in Germantown, Tennessee, both in the
greater Memphis, Tennessee area. On April 6, Trustmark
acquired Barret, the holding company for Peoples Bank in
Barretville, Tennessee, and Somerville Bank & Trust
Company in Somerville, Tennessee, which collectively had
13 offices and $508 million in total assets. The shareholders
of Barret received approximately 2.4 million shares of
Trustmark’s common stock as well as $51 million in cash.
On December 14, Trustmark completed its acquisition of
Nashoba, paying Nashoba’s shareholders $28 million in cash.
Nashoba was the holding company for Nashoba Bank and
at the merger date had three offices and $163 million in
total assets. Both business combinations were accounted
for under the purchase method of accounting.

Trustmark’s consolidated financial statements include the
results of operations for the above business combinations
from the respective merger dates. The pro forma        

impact of these acquisitions on Trustmark’s results of
operations is insignificant.

Financial Summary Highlights

Trustmark’s net income for the year ended December 31,
2002, totaled $121.1 million compared with $111.3 million
for 2001 and $101.7 million for 2000. Basic earnings per
share were $1.95 for 2002, an increase of 13.4% when
compared with $1.72 for 2001. Basic earnings per share
were $1.50 for 2000. Diluted earnings per share were $1.94
for 2002, $1.72 for 2001 and $1.50 for 2000. Trustmark
achieved a return on average assets of 1.77%, a return on
average equity of 17.93% and an efficiency ratio of 51.63%
for the year ended December 31, 2002. These compared
with 2001 ratios of 1.59% for return on average assets,
16.98% for return on average equity and 53.56% for the
efficiency ratio, while in 2000 the return on average assets
was 1.50%, the return on average equity was 15.68% and
the efficiency ratio was 52.69%. 

Results of Operations

Net Interest Income
Net interest income is the principal component of Trustmark’s
income stream and represents the difference, or spread,
between interest and fee income generated from earning
assets and the interest expense paid on deposits and
borrowed funds. Fluctuations in interest rates as well as
volume and mix changes in earning assets and interest-
bearing liabilities can materially impact net interest income.
The net interest margin (NIM) is computed by dividing fully
taxable equivalent net interest income by average interest-
earning assets and measures how effectively Trustmark
utilizes its interest-earning assets in relationship to the
interest cost of funding them. The Yield/Rate Analysis Table
on page 48 shows the average balances for all assets and
liabilities of Trustmark and the interest income or expense
associated with earning assets and interest-bearing liabilities.
The yields and rates have been computed based upon interest
income and expense adjusted to a fully taxable equivalent
(FTE) basis using a 35% federal marginal tax rate for all
periods shown. Trading accounts with average balances of
$11 thousand in 2002, $69 thousand in 2001 and $7.5
million in 2000 have been included in taxable securities
available for sale. Nonaccruing loans have been included in
the average loan balances and interest collected prior to
these loans having been placed on nonaccrual has been
included in interest income. Loan fees included in interest
associated with the average loan balances are immaterial. 

47

TRUSTMARK CORPORATION AND SUBSIDIARIES

Management’s Discussion and Analysis of Financial Condition and Results of Operations__________________________________________________________________________________________________________________________________________________________



Yield/Rate Analysis Table
($ in thousands) Years Ended December 31,____________________________________________________________________________________________________________________________

2002 2001 2000_______________________________________ ______________________________________ __________________________________________

Average Yield/ Average Yield/ Average Yield/
Balance Interest Rate Balance Interest Rate Balance Interest Rate______________ ____________ ______ ______________ ____________ ______ ______________ ____________ ______

Assets
Interest-earning assets:

Federal funds sold and secur-
ities purchased under reverse 
repurchase agreements . . $ 26,264 $ 424 1.61% $ 24,629 $ 921 3.74% $ 32,496 $ 2,155 6.63%

Securities available for sale:
Taxable . . . . . . . . . 885,081 50,426 5.70% 1,078,588 68,174 6.32% 1,060,986 71,876 6.77%
Nontaxable . . . . . . 81,883 6,522 7.96% 91,750 7,289 7.94% 68,754 5,765 8.38%

Securities held to maturity:
Taxable . . . . . . . . . 588,193 39,136 6.65% 835,946 55,797 6.67% 938,793 61,866 6.59%
Nontaxable . . . . . . . 89,698 7,120 7.94% 90,867 7,269 8.00% 77,015 6,086 7.90%

Loans, net of unearned 
income. . . . . . . . . . . 4,544,611 311,376 6.85% 4,302,485 346,571 8.06% 4,079,870 348,997 8.55%______________ ____________ ______________ ____________ ______________ ____________

Total interest-earning assets 6,215,730 415,004 6.68% 6,424,265 486,021 7.57% 6,257,914 496,745 7.94%
Cash and due from banks . . 280,543 258,776 268,544
Other assets . . . . . . . . 421,037 376,469 320,329
Allowance for loan losses . . (75,518) (71,650) (65,758)______________ ______________ ______________

Total Assets . . . . . $6,841,792 $6,987,860 $6,781,029______________ ______________ ____________________________ ______________ ______________

Liabilities and 
Shareholders’ Equity

Interest-bearing liabilities:
Interest-bearing 
demand deposits . . . . . $ 957,410 $ 11,991 1.25% $ 795,890 $ 19,864 2.50% $ 661,889 $ 23,641 3.57%

Savings deposits . . . . . . 735,885 4,840 0.66% 637,973 7,759 1.22% 640,557 11,189 1.75%
Time deposits . . . . . . . 1,819,130 62,228 3.42% 1,895,677 98,733 5.21% 1,745,591 91,499 5.24%
Federal funds purchased and
securities sold under 
repurchase agreements . . 788,618 12,652 1.60% 1,117,059 42,390 3.79% 1,212,016 68,618 5.66%

Short-term borrowings. . . 384,481 8,206 2.13% 495,607 22,167 4.47% 878,275 56,837 6.47%
Long-term FHLB advances . 327,054 13,849 4.23% 351,301 18,329 5.22% 51,230 3,412 6.66%______________ ____________ ______________ ____________ ______________ ____________

Total interest-bearing 
liabilities . . . . . . . . 5,012,578 113,766 2.27% 5,293,507 209,242 3.95% 5,189,558 255,196 4.92%____________ ____________ ____________

Noninterest-bearing 
demand deposits . . . . . 1,086,487 966,437 880,020

Other liabilities . . . . . . . 66,996 72,478 62,429
Shareholders’ equity . . . . 675,731 655,438 649,022______________ ______________ ______________

Total Liabilities and
Shareholders’ Equity  . $6,841,792 $6,987,860 $6,781,029______________ ______________ ____________________________ ______________ ______________

Net Interest Margin . . 301,238 4.85% 276,779 4.31% 241,549 3.86%
Less tax equivalent

adjustments:
Investments . . . . . . . 4,775 5,095 4,148
Loans. . . . . . . . . . . 4,277 4,780 4,421____________ ____________ ____________
Net Interest Margin per 
Annual Report . . . . $292,186 $266,904 $232,980____________ ____________ ________________________ ____________ ____________
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Management has strategically reduced Trustmark’s exposure
to future increases in interest rates by restructuring the
balance sheet and utilizing interest rate contracts. Balance
sheet restructuring has occurred by reducing Trustmark’s
utilization of wholesale funding, which includes short-term
borrowings such as federal funds purchased, repurchase
agreements and short-term FHLB advances, while increasing
the reliance on liquidity provided by maturing investments.
Also, Trustmark has utilized longer term, fixed rate
advances from the FHLB. Trustmark will continue to manage
the overall risk exposure present during significant move-
ments in interest rates and reduce the impact of interest
rate movement on net interest income. For additional
discussion, see Market/Interest Rate Risk Management 
on page 57.

Net interest income-FTE for the year ended December 31,
2002, increased $24.5 million, or 8.8%, when compared
with 2001. Excluding business combinations, this increase
would have been $17.5 million, or 6.6%. The continuing
decline in interest rates experienced during 2002 has
impacted both assets and liabilities. While earning asset
yields were affected, a greater impact was felt in the cost of
interest-bearing liabilities as Trustmark benefited from being
liability sensitive for a large portion of 2002. This interest
sensitivity position illustrates that Trustmark was generally
able to increase net interest income in a declining rate
environment, since a greater proportion of liabilities were
tied to short-term rates than assets. This combination resulted
in an overall positive impact to the NIM of 54 basis points,
when comparing 2002 to 2001. Additionally, during 2002,
Trustmark’s use of interest rate caps and floors provided
$1.3 million of additional interest income as the floor reached
its strike price during a falling interest rate environment,
compared to $982 thousand during 2001.

Average interest-earning assets for 2002 were $6.216 billion,
compared with $6.424 billion in 2001, a decrease of
$208.5 million, or 3.2%. This decrease results from
Management’s utilization of liquidity provided by maturing
securities to reduce Trustmark’s reliance on wholesale
funding sources. In addition, a positive impact to the NIM
was realized from the change in mix of interest-earning assets
as Trustmark effectively utilized the liquidity from maturing
lower yielding securities to fund loan growth, which yielded
higher returns than securities during this period. This

change in mix is illustrated by loans as a percent of total
earning assets increasing to 71.6% at December 31, 2002,
from 69.4% at December 31, 2001. The yield on average
earning assets dropped from 7.57% during 2001 to 6.68%
in 2002, a decrease of 89 basis points. The combination of
a decrease in the earning asset base and declining yields
resulted in a decrease in interest income-FTE during 2002
of $71.0 million, or 14.6%, when compared with 2001.

Average interest-bearing liabilities for 2002 totaled 
$5.013 billion, compared with $5.294 billion for 2001, a
decrease of $280.9 million, or 5.3%. Average interest-bearing
deposits increased while federal funds purchased, repurchase
agreements and borrowings decreased, continuing the trend
from the prior year. This change in mix proved beneficial in
reducing interest expense through the growth of lower cost
core deposits versus borrowings. The average rates on interest-
bearing liabilities for 2002 and 2001, were 2.27% and 3.95%,
respectively, a decrease of 168 basis points. As a result of
these factors, total interest expense for 2002 decreased
$95.5 million, or 45.6%, when compared with 2001.

Average interest-earning assets for 2001 were $6.424 billion,
compared with $6.258 billion in 2000, an increase of
$166.4 million, or 2.7%. Growth was centered in average
loans, which increased $222.6 million, or 5.5%, when
compared with 2000. Average securities, including trading,
for 2001 decreased $48.4 million, or 2.3%. The yield on
average earning assets dropped from 7.94% in 2000 to
7.57% in 2001, a decrease of 37 basis points. The combi-
nation of growth in the earning asset base and declining
yields resulted in a decrease in interest income-FTE during
2001 of $10.7 million, or 2.2%, when compared with 2000.

Average interest-bearing liabilities for 2001 totaled 
$5.294 billion compared with $5.190 billion for 2000, an
increase of $103.9 million, or 2.0%. Average interest-bearing
deposits for 2001 increased $281.5 million, or 9.2%, offset
by a decrease in federal funds purchased, repurchase
agreements, short-term borrowings and long-term FHLB
advances of $177.6 million, or 8.29%, when compared
with 2000. The average rate on interest-bearing liabilities
for 2001 was 3.95%, a decrease of 97 basis points when
compared with 2000. As a result of these factors, interest
expense for 2001 decreased $46.0 million, or 18.0%, when
compared with 2000.
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Noninterest Income
($ in thousands)

2002 2001 2000____________________________ ____________________________ ___________________________

Amount % Change Amount % Change Amount % Change____________ _____________ ____________ _____________ ____________ _____________

Service charges on deposit accounts . . . . . . . $ 50,056 7.0% $ 46,769 11.7% $ 41,883 10.4%
Other account charges and fees . . . . . . . . . . 28,371 -3.7% 29,473 -8.9% 32,355 5.1%
Insurance commissions . . . . . . . . . . . . . . . . 17,837 53.3% 11,635 15.9% 10,043 47.0%
Mortgage servicing fees . . . . . . . . . . . . . . . 17,247 1.9% 16,920 14.5% 14,781 2.9%
Trust service income . . . . . . . . . . . . . . . . . 9,962 5.7% 9,423 -4.9% 9,912 11.0%
Securities gains . . . . . . . . . . . . . . . . . . . . . 13,568 454.2% 2,448 -73.9% 9,388 791.3%
Gains on sales of loans . . . . . . . . . . . . . . . . 9,353 2.1% 9,163 207.7% 2,978 25.8%
Other income . . . . . . . . . . . . . . . . . . . . . . (4,524) -173.5% 6,159 92.5% 3,200 53.4%____________ ____________ ____________

Total Noninterest Income . . . . . . . . . . . . $141,870 7.5% $131,990 6.0% $124,540 22.2%____________ ____________ ________________________ ____________ ____________
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Provision for Loan Losses
Trustmark’s provision for loan losses totaled $14.1 million
in 2002, $13.2 million in 2001 and $10.4 million in 2000.
During 2002, the provision for loan losses equaled 95% of
net charge-offs compared with 87% in 2001 and 100% in
2000. As a percentage of average loans, the provision was
0.31% for both 2002 and 2001 compared with 0.25% for
2000. The provision for loan losses reflects Management’s
assessment of the adequacy of the allowance for loan losses
to absorb probable losses inherent in the loan portfolio.
The amount of provision for each period is dependent upon
many factors including loan growth, net charge-offs, changes
in the composition of the loan portfolio, delinquencies,
Management’s assessment of loan portfolio quality, the
value of collateral and general economic factors. See further
discussion of the Allowance for Loan Losses in Critical
Accounting Policies beginning on page 46, as well as the
discussion of Loans beginning on page 55.

Noninterest Income 
Noninterest income (NII) consists of revenues generated from
a broad range of banking and financial services. NII totaled
$141.9 million in 2002 compared with $132.0 million in
2001 and $124.5 million in 2000. NII represented 25.9%
of total revenues in 2002 versus 21.7% in 2001 and 20.3%
in 2000. The components of noninterest income for the
years ended December 31, 2002, 2001 and 2000, and the
percentage change from the prior year are shown in the
accompanying table.

The single largest component of noninterest income continues
to be service charges for deposit products and services,
which increased 7.0% in 2002 after an increase of 11.7%
in 2001. Excluding business combinations, the increase in
2002 is 4.5% compared with 6.9% in 2001. An increase in
overdraft fees during 2001 plus the introduction of

courtesy overdraft protection during 2002, combined with
increased transaction volumes during both years, accounted
for the increases during 2002 and 2001.

Other account charges and fees totaled $28.4 million in
2002, a decrease of $1.1 million, or 3.7%, when compared
with 2001. Decreasing revenues from market-driven
products was the primary factor in this decline as reductions
were seen in cash management, brokerage and advisory
services and float-related revenues. Offsetting this decrease
were bankcard fees, which increased $1.2 million in 2002,
or 14.7%, primarily from growth in debit card usage by
individuals and businesses. In 2001, income from other
account charges and fees was $29.5 million, a decrease 
of $2.9 million when compared with 2000. Similar
circumstances were seen when comparing 2001 to 2000 as
declines in products with market-driven fees were offset by
increases in bankcard fees due to increased usage propelled
by intensified sales efforts of the business debit card. 

Insurance commissions were $17.8 million in 2002 compared
to $11.6 million in 2001 and $10.0 million in 2000. The
growth in 2002 equaled $6.2 million, or 53.3%, primarily
from the CSI business combination and growth in sales of
fixed annuity products. Trustmark’s insurance commissions,
including annuity income, grew 15.9% during 2001 from
expanded product lines and distribution channels for
commercial and retail insurance services.

During 2002, mortgage servicing fees totaled $17.2
million, compared to $16.9 million in 2001 and $14.8
million in 2000. The nominal change in mortgage
servicing fees during 2002 was impacted by increased
prepayments during the period, which slowed the
overall growth of the mortgage servicing portfolio.
Trustmark serviced mortgage loans with average



balances of $3.6 billion in 2002, $3.5 billion in 2001
and $3.2 billion in 2000.

Trust service income was $10.0 million for 2002, an
increase of $539 thousand when compared with 2001, as
continued weakness in capital markets slowed growth in this
area. During 2001, trust service income was $9.4 million, a
decrease of $489 thousand when compared with 2000.
Declining market conditions during 2001 contributed to a
decline in valuation of assets managed, which directly
impacted corporate trust fees and advisory fees. Trustmark,
which continues to be one of the largest providers of asset
management services in Mississippi, held assets under
administration of $6.6 billion at December 31, 2002.

Gains on sales of loans were $9.4 million in 2002, 
$9.2 million in 2001 and $3.0 million in 2000. During
2002, Trustmark recorded gains of $1.1 million on the sale
of $42 million in high-yielding delinquent GNMA loans
from Trustmark’s servicing portfolio. The sale of these
loans, which were government guaranteed, allowed
Trustmark to eliminate costly collection efforts. A similar
sale of $37 million took place during 2001, yielding a gain
of $1.2 million. In addition, during 2001 a gain of $3.9
million was realized from the sale of $191 million in
mortgage loans with significant prepayment risk. Excluding
the impact of these transactions, gains on sales of loans
from secondary marketing activity experienced volume-
driven growth of $4.2 million during 2002 compared with
2001 from an increased volume of branch-originated loans
and the continued benefit of a falling interest rate environment.

Other income during 2002 was a loss of $4.5 million
compared with gains of $6.2 million in 2001 and $3.2 million
in 2000. For both 2002 and 2001, the variance is primarily
due to valuation adjustments on Trustmark’s interest rate
caps and floors. Although the intent of interest rate caps
and floors is to provide protection against excessive interest
rate movement over a period of years which may be
detrimental to Trustmark’s earnings, fair value accounting
is used to carry derivative financial instruments with
changes in value recognized currently in earnings as other
income. The valuation adjustment on these interest rate
contracts was a recognized loss of $6.0 million during 2002
compared with a recorded gain of $4.9 million in 2001.
The noncash charge against income realized in 2002 may
be reversed, in whole or in part, if interest rates increase
prior to the expiration of the interest rate caps currently
held by Trustmark, which expire in 2006.  The fair value of
these interest rate contracts was $730 thousand, $9.3
million and $1.3 million at December 31, 2002, 2001 and
2000, respectively. 

Securities gains totaled $13.6 million during 2002 compared
with $2.4 million during 2001 and $9.4 million in 2000.
The increase experienced during 2002 is primarily from
sales of $216.5 million in available for sale (AFS) securities.
These securities were sold as recent significant price increases
provided the opportunity to restructure a portion of the
portfolio to reduce price volatility in an extremely low
interest rate cycle. In addition, securities sold had performed
exceedingly well during a recent bond rally, but also had
features that would have exposed Trustmark to excessive
downside price risk during a period of rising interest rates.
Management has always regarded the investment portfolio
as an integral tool in the management of interest rate risk. 

Securities gains decreased during 2001 as the volume of
sales of securities declined when compared with 2000.
During 2000, securities gains of $8.6 million, which were
realized from sales of AFS securities, offset the effect of
adopting Statement of Financial Accounting Standards
(SFAS) No. 133, “Accounting for Derivative Instruments
and Hedging Activities,” as amended. Also in 2000,
securities gains of $793 thousand were realized from the
sale of U.S. Treasury securities with yields from fair values
below current funding costs. The proceeds from this sale
were used to reduce Trustmark’s short-term borrowings.
This transaction allowed Trustmark to reposition its
balance sheet, which provided liquidity and improvements
in the NIM during 2001.

Noninterest Expense
The components of noninterest expense for the years 
ended December 31, 2002, 2001 and 2000, and the
percentage change from the prior year are shown in the
accompanying table on page 52.

Trustmark’s noninterest expense increased $19.6 million, 
or 9.1%, in 2002 to $233.8 million, compared with 
$214.3 million in 2001 and $188.8 million in 2000. Included
in this increase are $2.8 million from the CSI business
combination and $4.4 million from business combinations
completed during 2001. This increase in noninterest expense
is also attributable to Trustmark’s recognition of $10.5
million in impairment allowance for mortgage servicing
rights in 2002 compared with $2.0 million for 2001. Growth
in the impairment allowance results from the continued
reduction in long-term mortgage rates experienced during
2002 and the related increase in prepayments of mortgage
loans which had a negative impact on the value of
Trustmark’s mortgage servicing portfolio. Excluding these
items, total noninterest expense increased $3.8 million, or
1.8%, during 2002 when compared with 2001. 
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Control of expenses remains a management priority.
Improvement in expense control is evidenced in Trustmark’s
efficiency ratio, which decreased to 51.63% during 2002
from 53.56% in 2001 and 52.69% in 2000. The efficiency
ratio is calculated by dividing total noninterest expense by
tax-equivalent net interest income plus noninterest income,
excluding security gains, and demonstrates how much a
company spends for each dollar of revenue earned. Certain
transactions that occurred during the periods have been
excluded from the efficiency ratio calculation. Noninterest
expense was reduced for impairment of mortgage servicing
rights of $10.5 million in 2002 and $2.0 million in 2001.
During 2000, noninterest expense was reduced by
re-engineering costs of $461 thousand and litigation
settlements of $1.6 million. Noninterest income excluded
gains on sales of loans totaling $1.1 million in 2002,
$5.1 million in 2001 and $2.1 million in 2000. Valuation
adjustments on interest rate contracts also impacted
noninterest income with losses of $6.0 million in 2002 and
gains of $4.9 million in 2001 and $230 thousand in 2000. 

Salaries and employee benefits, the largest category of non-
interest expense, were $119.8 million in 2002, $110.5 million
in 2001 and $100.3 million in 2000. For 2002, salaries and
employee benefits increased $9.3 million, or 8.4%. Excluding
business combinations, the increase was $5.0 million, or
4.7%. Effective 2002, Trustmark changed its discretionary
contribution to the employee 401(k) plan to a matching
plan. The impact of this change along with normal annual
merit increases and an increase in the cost of health benefits
were the major factors behind the rise in salaries and the
cost of employee benefits during 2002. For 2001, salaries
and employee benefits increased $10.3 million, or 10.3%,
over 2000. Excluding business combinations, this increase
would have been $6.5 million, or 6.5%. This change
represents normal annual merit increases along with

additional incentive-based compensation and benefit costs
related to medical insurance and the pension plan. 

During 2002, net occupancy-premises expense increased
$512 thousand, or 4.4%, following an 11.3% increase
during 2001. Business combinations accounted for over
99% of the increase during 2002. Of the increase in 2001,
$554 thousand was attributable to business combinations.
Additional maintenance on existing premises, higher utility
costs and increased leasehold amortization resulting from
Management’s evaluation of its lease commitments accounted
for the remaining increase. 

Equipment expense totaled $15.1 million in 2002, 
$15.7 million in 2001 and $15.5 million in 2000. The
decrease during 2002 was $566 thousand, or 3.6%, and
illustrated savings from Trustmark’s system integration
activities completed in 2000 and close control over capital
expenditures and service agreements over the past few years.
These savings helped offset the recurring costs added for
applications that have enhanced customer service and
improved operating efficiency.

Services and fees for 2002 totaled $32.4 million compared
to $30.1 million for 2001 and $26.2 million for 2000.
Additional professional and consulting fees related to on-
going human resource and revenue enhancement projects,
legal and audit-related fees and higher costs for software-
related expense contributed to the increase experienced
during 2002. Increased advertising costs related to
Trustmark’s new brand position along with higher
professional and software fees contributed to the increase
experienced during 2001. 

For 2002, amortization/impairment expense associated
with intangible assets totaled $24.3 million compared with
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Noninterest Expense
($ in thousands) 2002 2001 2000____________________________ ____________________________ ___________________________

Amount % Change Amount % Change Amount % Change____________ _____________ ____________ _____________ ____________ _____________

Salaries and employee benefits . . . . . . . . . . . $119,801 8.4% $110,540 10.3% $100,253 1.6%
Net occupancy – premises . . . . . . . . . . . . . . 12,088 4.4% 11,576 11.3% 10,404 0.8%
Equipment expense . . . . . . . . . . . . . . . . . . 15,085 -3.6% 15,651 0.9% 15,511 5.5%
Services and fees . . . . . . . . . . . . . . . . . . . . 32,414 7.7% 30,098 14.8% 26,216 0.9%
Amortization/impairment of 

intangible assets . . . . . . . . . . . . . . . . . . . 24,275 71.8% 14,129 63.9% 8,618 -15.7%
Loan expense . . . . . . . . . . . . . . . . . . . . . . 9,765 2.1% 9,560 19.7% 7,987 1.9%
Other expense. . . . . . . . . . . . . . . . . . . . . . 20,413 -10.1% 22,713 14.7% 19,805 8.4%____________ ____________ ____________

Total Noninterest Expense . . . . . . . . . . . . $233,841 9.1% $214,267 13.5% $188,794 1.5%____________ ____________ ________________________ ____________ ____________



$14.1 million in 2001 and $8.6 million in 2000. The
increase experienced during 2002 included $10.5 million
for additional impairment of mortgage servicing rights
compared with $2.0 million for the prior period. This
noncash charge against income may be reversed, in whole
or in part, if refinancing slows or the expected life of the
mortgage servicing portfolio lengthens. Amortization of
mortgage servicing rights increased by $3.3 million as a
result of increased refinancings during a period of
historically low interest rates, which shortened the expected
life of the mortgage servicing portfolio and required a
faster amortization of existing mortgage servicing rights.
The growth in amortization of core deposit intangibles and
insurance customer relationship intangibles is attributable to
business combinations completed during 2002 and 2001.
These increases were partially offset by the $1.3 million
reduction in goodwill amortization as the result of
Trustmark’s adoption of SFAS No. 142, “Goodwill and
Other Intangible Assets,” which required Trustmark to
discontinue amortization of goodwill effective January 1,
2002. The $5.5 million increase during 2001, which
includes the establishment of a $2.0 million impairment
allowance, can be attributed to the increased amortization of
mortgage servicing rights resulting from higher prepayments
in the servicing portfolio during a significantly lower interest
rate environment. 

Loan expense was $9.8 million in 2002, $9.6 million in 2001
and $8.0 million in 2000. Much of the increase in 2002
and 2001 was attributable to additional expense related to
the mortgage servicing portfolio. This expense has been
impacted during those years by both the growth in the
amount of mortgages serviced as well as the increased
payoffs resulting from a lower interest rate environment.

Other expense totaled $20.4 million in 2002 compared
with $22.7 million for 2001 and $19.8 million for 2000.
The decrease in 2002 is attributable to the impact of
Management’s expense control efforts over various
controllable expense categories, such as travel and
entertainment. In addition, more stringent security measures,
along with centralized recovery efforts, led to a decrease in
operational losses when compared to 2001. Growth in
various discretionary spending accounts led to the increase
seen in 2001 when compared with 2000.

Income Taxes
For the year ended December 31, 2002, Trustmark’s
combined effective tax rate was 34.9%, compared with
35.1% for 2001 and 35.0% for 2000. The slight decrease in
Trustmark’s effective tax rate for 2002 is due to immaterial

changes in various permanent items as a percentage of
pretax income.

Liquidity

The liquidity position of Trustmark is monitored on a daily
basis by Trustmark’s Treasury department. In addition, the
Asset/Liability Committee reviews liquidity on a regular
basis and approves any changes in strategy that are necessary
as a result of anticipated balance sheet or cash flow changes.
Also, on a monthly basis, Management compares Trustmark’s
liquidity position to established corporate policies.
Trustmark was able to improve overall liquidity capacity
over the last year, as indicated by the reduction in the loan
to deposit ratio and reliance on wholesale funding. The
ability to maintain consistent cash flows from operations as
well as adequate capital also enhances Trustmark’s liquidity.

The primary source of liquidity on the asset side of the
balance sheet are maturities and cash flows from both loans
and securities, as well as the ability to sell certain loans and
securities. With mortgage rates at historical lows, increased
prepayments on mortgage loans have also provided an
additional source of liquidity for Trustmark. Liquidity on
the liability side of the balance sheet is generated primarily
through growth in core deposits. To provide additional
liquidity, Trustmark utilizes economical short-term wholesale
funding arrangements for federal funds purchased and
securities sold under repurchase agreements in both regional
and national markets. At December 31, 2002, these
arrangements gave Trustmark approximately $1.5 billion
in borrowing capacity. In addition, Trustmark maintains a
borrowing relationship with the FHLB, which provided
$107.7 million in short-term advances and $475.0 million in
long-term advances at December 31, 2002, compared with
$357.9 million in short-term advances and $225.0 million
in long-term advances at December 31, 2001. These
advances are collateralized by a blanket lien on Trustmark’s
single-family, multi-family, home equity and commercial
mortgage loans. Under the existing borrowing agreement,
Trustmark has $551.1 million available in unused FHLB
advances. Another borrowing source is the Federal Reserve
Discount Window (Discount Window). At December 31,
2002, Trustmark had approximately $541 million available
in borrowing capacity at the Discount Window from
pledges of auto loans and securities. In June 2002,
Trustmark entered into a two-year line of credit
arrangement enabling borrowings up to $50 million,
subject to certain financial covenants. At December 31,
2002, Trustmark had not drawn upon this line of credit. 
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On April 9, 2002, the shareholders approved a proposal by
the Board of Directors to amend the Articles of Incorporation
to authorize the issuance of up to 20 million preferred
shares with no par value. The Board of Directors believes
that authorizing preferred shares for potential issuance is
advisable and in the best interests of Trustmark. The ability
to issue preferred shares in the future will provide Trustmark
with additional financial and management flexibility. As of
December 31, 2002, no such shares have been issued. 

Capital Resources

At December 31, 2002, Trustmark’s shareholders’ equity
was $679.5 million, a decrease of $5.9 million, or 0.9%,
from its level at December 31, 2001. The increase from net
income was offset by common shares repurchased and
dividends paid. Trustmark continues to improve shareholder
value by utilizing strategic capital management plans
designed to improve earnings per share and return on equity
while maintaining sufficient regulatory capital levels. Since
implementation of these plans in 1998, Trustmark’s return
on average equity increased to 17.93% in 2002 from 13.53%
in 1998, while basic earnings per share have risen from
$1.14 in 1998 to $1.95 in 2002, an increase of 71.1%. 

Common Stock Repurchase Program
On October 15, 2002, the Board of Directors of Trustmark
authorized the newest plan to repurchase up to 5% of
common stock, or approximately 3.1 million shares,
subject to market conditions and management discretion.
Collectively, the capital management plans adopted by
Trustmark since 1998 have authorized the repurchase of
18.5 million shares of common stock. Pursuant to these plans,
Trustmark has repurchased approximately 15.6 million

shares at a cost of $325.7 million, including 3.3 million
shares during 2002 at a cost of $78.7 million. The current
remaining authorization is approximately 2.9 million shares.
On October 15, 2002, the Board of Directors of Trustmark
authorized the transfer of $200.0 million from retained
earnings to surplus to replenish funds used in the common
stock repurchase program. 

Dividends
Another strategy designed to enhance shareholder value has
been to maintain a consistent dividend payout ratio, which
is dividends per share divided by earnings per share. For
2002, Trustmark increased dividends per share for the
nineteenth consecutive year. Dividends for 2002 were $0.62
per share, increasing 10.7% when compared with dividends
of $0.56 per share in 2001. Dividends per share have
increased 20.6% since 2000. Trustmark’s dividend payout
ratio was 31.5% for 2002, compared with 32.3% for 2001
and 34.0% for 2000. 

Regulatory Capital
Trustmark and TNB are subject to minimum capital
requirements, which are administered by various federal
regulatory agencies. These capital requirements, as defined
by federal guidelines, involve quantitative and qualitative
measures of assets, liabilities and certain off-balance sheet
instruments. Failure to meet minimum capital requirements
can initiate certain mandatory, and possibly additional
discretionary, actions by regulators that, if undertaken,
could have a direct material effect on the financial statements
of both Trustmark and TNB. Trustmark aims not only to
exceed the minimum capital standards, but also the well
capitalized guidelines for regulatory capital. Management
believes, as of December 31, 2002, that Trustmark and
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Regulatory Capital Table
($ in thousands)

December 31, 2002____________________________________________________________________________________________

Minimum Regulatory
Actual Regulatory Minimum Regulatory Provision to be

Capital Capital Required Well Capitalized_____________________________ ____________________________ ___________________________

Amount Ratio Amount Ratio Amount Ratio______________ __________ ______________ __________ ______________ _________

Total Capital (to Risk Weighted Assets)
Trustmark Corporation . . . . . . . . . . $ 651,612 13.99% $ 372,504 8.00% – –
Trustmark National Bank . . . . . . . . . 632,096 13.86% 364,835 8.00% $ 456,043 10.00%

Tier 1 Capital (to Risk Weighted Assets)
Trustmark Corporation . . . . . . . . . . $ 593,204 12.74% $ 186,252 4.00% – – 
Trustmark National Bank . . . . . . . . . 574,910 12.61% 182,417 4.00% $ 273,626 6.00%

Tier 1 Capital (to Average Assets)
Trustmark Corporation . . . . . . . . . . $ 593,204 8.72% $ 204,044 3.00% – – 
Trustmark National Bank . . . . . . . . . 574,910 8.64% 199,562 3.00% $ 332,603 5.00%



TNB have met or exceeded all of the minimum capital
standards for the parent company and its primary banking
subsidiary as established by regulatory requirements. At
December 31, 2002, the most recent notification from the
Office of the Comptroller of the Currency (OCC), TNB’s
primary federal banking regulator, categorized TNB as well
capitalized. To be categorized in this manner, TNB must
maintain minimum total risk-based, Tier 1 risk-based and
Tier 1 leverage ratios (defined in applicable regulations) as
set forth in the accompanying table on page 54. There are
no significant conditions or events that have occurred since
the OCC’s notification that Management believes have
affected TNB’s present classification.

Earning Assets

Earning assets serve as the primary revenue streams for
Trustmark and are comprised of securities, loans, federal
funds sold and securities purchased under resale agreements.
At December 31, 2002, earning assets were $6.453 billion,
or 90.40% of total assets, compared with $6.515 billion,
or 90.74% of total assets at December 31, 2001, a decrease
of $62.3 million, or 1.0%. This decrease is part of
Management’s overall strategy to neutralize the effects of
substantial interest rate changes on the balance sheet as
well as the income statement during a volatile interest rate
environment by utilizing liquidity from maturing securities
to reduce dependency on wholesale funding.

Securities
The securities portfolio consists primarily of debt securities,
which are utilized to provide Trustmark with a quality
investment alternative and a stable source of interest income,
as well as collateral for pledges on public deposits and
repurchase agreements. Additionally, the securities portfolio
is used as a tool to manage risk from movements in interest
rates, to support profitability and to offset risks incurred by
business units. When evaluating the performance of the
securities portfolio, Management considers not only interest
income but also the flexibility and liquidity provided by
changes in fair value. At December 31, 2002, Trustmark’s
securities portfolio totaled $1.812 billion, compared to
$1.854 billion at December 31, 2001, a reduction of 
$41.8 million, or 2.3%. 

The securities portfolio is one of Trustmark’s most powerful
risk management tools because it enables Management to
control both the invested balance and the duration of
securities. During the third quarter of 2002, significant price
changes in the portfolio enabled Trustmark to sell securities
with a total fair value of $216.5 million. This enabled
Trustmark to restructure a portion of its investment portfolio

by investing the proceeds in short duration mortgage-related
securities. This strategy reduced the duration of the portfolio
from an estimated 2.83 years at December 31, 2001, to an
estimated 1.94 years at December 31, 2002, and therefore
reduced exposure to volatile interest rates, increasing liquidity
and flexibility. Management intends to keep the portfolio
near historically low duration levels while the interest rate
cycle is in a stage of lower yields.

AFS securities are carried at their estimated fair value with
unrealized gains or losses recognized, net of taxes, in
accumulated other comprehensive income, a separate
component of shareholders’ equity. At December 31, 2002,
AFS securities totaled $1.263 billion, which represented
69.7% of the securities portfolio, compared to $1.061 billion,
or 57.3%, at December 31, 2001. At December 31, 2002,
AFS securities consisted of U.S. Treasury and Agency
securities, obligations of states and political subdivisions,
mortgage-related securities and other securities, primarily
Federal Reserve Bank and FHLB stock. At December 31,
2002, unrealized gains on AFS securities of $22.8 million,
net of $8.7 million of deferred income taxes, were included
in accumulated other comprehensive income, compared
with $29.0 million, net of $11.1 million, at December 31,
2001. These unrealized gains are significant in providing
flexibility when strategic opportunities arise.

Held to maturity (HTM) securities are carried at amortized
cost and represent those securities that Trustmark both
intends and has the ability to hold to maturity. At
December 31, 2002, HTM securities totaled $549.2 million
and represented 30.3% of the total portfolio, compared
with $792.1 million, or 42.7%, at the end of 2001. This
decrease is from calls and maturities of securities, the
proceeds of which were used to purchase shorter duration
mortgage-related securities as well as to reduce reliance on
wholesale funding.

Management continues to focus on asset quality as one of
the strategic goals of the securities portfolio, which is
evidenced by the investment of over 80% of the portfolio
in U.S. Treasury and U.S. Government agencies obligations. 

Loans
Loans represented 71.6% of earning assets at December 31,
2002, compared with 69.4% at year-end 2001. At
December 31, 2002, loans totaled $4.617 billion, increasing
$93.0 million, or 2.1%, from its level of $4.524 billion at
December 31, 2001. This increase is primarily the result of
Trustmark’s home equity line of credit (HELOC) program,
which was launched during 2002, as well as from increased
mortgage activity during a period of low interest rates. The
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HELOC program continues to provide potential for future
loan growth with minimal operational expense. Growth in
HELOC’s and mortgage lending was offset by declines in
consumer and commercial lending, reflecting the impact of
a slowing economy. 

Trustmark makes loans in the normal course of business to
certain directors, including their immediate families and
companies in which they are principal owners. Such loans
are made on substantially the same terms, including interest
rates and collateral, as those prevailing at the time for
comparable transactions with unrelated persons and do not
involve more than the normal risk of collectibility at the
time of the transaction.

Trustmark’s lending policies have resulted in consistently
sound asset quality. One measure of asset quality in the
financial services industry is the level of nonperforming
assets. The details of Trustmark’s nonperforming assets 
at December 31, 2002 and 2001, are shown in the
accompanying table.

Nonperforming Assets
($ in thousands)

December 31,__________________________

2002 2001___________ ___________

Nonaccrual and restructured 
loans . . . . . . . . . . . . . . . . . $ 31,642 $ 36,901

Other real estate (ORE). . . . . . . 6,298 5,110___________ ___________

Total nonperforming assets . $ 37,940 $ 42,011___________ ______________________ ___________

Accruing loans past due 
90 days or more . . . . . . . . . . $ 2,946 $ 2,740___________ ______________________ ___________

Nonperforming assets/total 
loans and ORE . . . . . . . . . . . 0.82% 0.93%___________ ______________________ ___________

Credit quality improved during 2002, as indicated by a
decrease in nonperforming assets of $4.1 million. As a result,
the reserve coverage of nonperforming loans improved
from 204.7% at December 31, 2001, to 236.3% at
December 31, 2002.

At December 31, 2002, the allowance for loan losses was
$74.8 million, decreasing $763 thousand, or 1.0%, from
the prior year level of $75.5 million. The allowance for
loan losses represented 1.62% and 1.67%, respectively, of
total loans outstanding at December 31, 2002 and 2001.
During 2002, additional allocations were made for pools of
loans in certain industries based on recent loss history.
Industries listed for additional allocations were agriculture,
real estate and construction, manufacturing, retail trade and
services. As of December 31, 2002, Management believes

that the allowance for loan losses provides adequate
protection in regards to charge-off experience and the current
level of nonperforming assets.

Net charge-offs were $14.9 million, or 0.33%, of average
loans, for the year ended December 31, 2002, compared
with $15.1 million, or 0.35%, of average loans, for the
year ended December 31, 2001. Gross charge-offs
increased $1.3 million, or 5.9%, during 2002 from levels in
2001; however, this was offset by increases in recoveries of 
$1.6 million, or 20.5%, during the same period. 

Other Earning Assets
Federal funds sold and securities purchased under reverse
repurchase agreements were $24.0 million at December 31,
2002, a decrease of $113.6 million, when compared with
year-end 2001. At December 31, 2001, Trustmark had one
reverse repurchase agreement for $125 million that was used
as collateral for pledging to public deposits, which matured
in January 2002. Trustmark utilizes these products as a short-
term investment alternative whenever it has excess liquidity. 

Deposits and Other Interest-Bearing Liabilities

Trustmark’s deposit base is its primary source of funding
and consists of core deposits from the communities served
by Trustmark. Deposits include both interest-bearing and
noninterest-bearing demand accounts, savings, money
market, certificates of deposits and individual retirement
accounts. Total deposits were $4.686 billion at December 31,
2002, compared with $4.613 billion at December 31, 2001,
an increase of $72.9 million, or 1.6%. This nominal growth
came from noninterest-bearing public demand deposits.
Interest-bearing deposits decreased $10.9 million, or 0.3%,
during 2002. For this same period, noninterest-bearing
deposits increased $83.8 million, or 7.2%. Trustmark’s
deposit mix remains favorable with noninterest-bearing
deposits representing 26.7% of total deposits at year-end
2002, compared with 25.3% at year-end 2001. Trustmark
will continue to seek deposits by expanding its presence in
higher growth markets and evaluating additional wholesale
deposit funding sources. 

Short-term borrowings consist of federal funds purchased,
securities sold under repurchase agreements, FHLB
borrowings and the treasury tax and loan note option
account. Short-term borrowings totaled $1.231 billion at
December 31, 2002, a decrease of $365.3 million, compared
with $1.596 billion at year-end 2001. Trustmark has used the
liquidity created by maturing securities as well as increased
core deposits to reduce reliance on wholesale funding. 
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Long-term FHLB advances totaled $475.0 million at
December 31, 2002, an increase of $250 million from
December 31, 2001. These are primarily fixed rate, long-
term FHLB advances maturing from 2004 to 2006.
Trustmark’s use of these advances is significant in that it
reduces the volatility of Trustmark’s wholesale funding
base by using long-term fixed rate products. 

Contingencies 

Trustmark and its subsidiaries are parties to lawsuits and
other claims that arise in the ordinary course of business.
Some of the lawsuits assert claims related to the lending,
collection, servicing, investment, trust and other business
activities; and some of the lawsuits allege substantial claims
for damages. The cases are being vigorously contested. In the
regular course of business, Management evaluates estimated
losses or costs related to litigation, and provision is made
for anticipated losses whenever Management believes that
such losses are probable and can be reasonably estimated.
In recent years, the legal environment in Mississippi has
been considered by many to be adverse to business interests
in regards to the overall treatment of tort and contract
litigation as well as the award of punitive damages. However,
tort reform legislation that became effective January 1, 2003,
may reduce the likelihood of unexpected sizable awards. At
the present time, Management believes, based on the advice
of legal counsel, that the final resolution of pending legal
proceedings will not have a material impact on Trustmark’s
consolidated financial position or results of operations. 

In December 2002, Trustmark introduced a voluntary early
retirement program for eligible associates. The cost of this
program, which is expected to be completed during the first
quarter of 2003, is contingent upon the number of associates
accepting the early retirement opportunity and will result in
a charge to Trustmark’s results of operations in 2003. 

At December 31, 2002, Trustmark’s pension plan was
underfunded, requiring an accrual for minimum pension
liability of $5.7 million. Trustmark intends to fund this
plan within a range of $2.4 million to $7.0 million during
2003 and expects this payment to be at the higher end of
this range. 

Asset/Liability Management

Overview
Market risk is the risk of loss arising from adverse changes
in market prices and rates. Trustmark has risk management
policies to monitor and limit exposure to market risk.

Trustmark’s market risk is comprised primarily of interest
rate risk created by core banking activities. Interest rate risk
is the risk to net interest income represented by the impact
of higher or lower interest rates. Management continually
develops and applies cost-effective strategies to manage these
risks. The Asset/Liability Committee sets the day-to-day
operating guidelines, approves strategies affecting net interest
income and coordinates activities within policy limits
established by the Board of Directors. A key objective of
the asset/liability management program is to quantify,
monitor and manage interest rate risk and to assist
Management in maintaining stability in the net interest
margin under varying interest rate environments. 

Market/Interest Rate Risk Management
The primary purpose in managing interest rate risk is to
invest capital effectively and preserve the value created by
the core banking business. This is accomplished through
the development and implementation of lending, funding,
pricing and hedging strategies designed to maximize net
interest income performance under varying interest rate
environments subject to specific liquidity and interest rate
risk guidelines. 

Management has continued its concerted effort to decrease
interest rate sensitivity through changes to the balance sheet
mix and risk characteristics of assets and liabilities as well
as through purchases of interest rate hedging instruments.
Asset sensitivity has been reduced in commercial lending by
increasing holdings of floating rate loans. Also, both the
overall size of the securities portfolio and the maturity
structure of securities have been lowered. Liability sensitivity
has been reduced with growth in core deposits and declines
in short-term wholesale funding and the use of longer term
borrowings. Trustmark continues utilizing hedging activities
to lessen the adverse effects of large swings in interest rates,
adding $300 million in notional amounts of long-term
interest rate caps in 2001 and 2002. As a result of these
changes, Trustmark has significantly reduced its exposure
to rising interest rates, while experiencing lower growth in
net interest income. During 2002, the balance sheet shifted
from a liability sensitive position to an asset sensitive position.
Modeling static balances from year-end 2002, it is
estimated that net interest income may increase, possibly as
much as 7%, in a one-year, shocked, up 200 basis point rate
shift scenario, compared to a base case, flat rate scenario
for the same time period. This represents a substantial
improvement in exposure to rising rates at December 31,
2002, when compared to December 31, 2001. In a shocked,
down 200 basis point rate shift scenario, net income may
decline from the base case as much as 14% in a one-year
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horizon. Management cannot provide any assurance about
the actual effect of changes in interest rates on net interest
income. The estimates provided do not include the effects
of possible strategic changes in the balances of various
assets and liabilities throughout the course of 2003.
Management will continue to monitor the balance sheet as
balances change and maintain a proactive stance to manage
interest rate risk.

The primary tool utilized by the Asset/Liability Committee
is a third-party modeling system which is widely accepted
in the financial institutions industry. This system provides
information used to evaluate exposure to interest rate risk,
project earnings and manage balance sheet growth. This
modeling system utilizes the following scenarios in order to
give Management a method of evaluating Trustmark’s interest
rate, basis and prepayment risk under different conditions:

❖ Rate shocked scenarios of up-and-down 100, 200
and 300 basis points.

❖ Yield curve twist of +/- 2 standard deviations of the
change in spread of the three-month Treasury bill
and the 10-year Treasury note yields.

❖ Basis risk scenarios where federal funds/LIBOR
spread widens and tightens to the high and low
spread determined by using 2 standard deviations.

❖ Prepayment risk scenarios where projected
prepayment speeds in up-and-down 200 basis point
rate scenarios are compared to current projected
prepayment speeds. 

A static gap analysis is a tool used mainly for interest rate
risk measurement, in which the balance sheet amounts as
of a certain date are stratified based on repricing frequency.
The assets and liabilities repricing in a certain time frame
are then compared to determine the gap between assets and
liabilities for that period. If assets are greater than liabilities
for the specified time period, then the balance sheet is said
to be in an asset gap, or asset sensitive, position. This
analysis is helpful in that it highlights significant short-term
repricing volume mismatches. Management’s assumptions
related to the prepayment of certain loans and securities, as
well as the maturity for rate sensitive assets and liabilities,
are utilized for sensitivity static gap analysis. Three-month
gap analysis projected at December 31, 2002, reflected an
asset gap of $52 million, a dramatic shift from a liability
gap of $703 million at December 31, 2001. One-year gap
analysis projected at December 31, 2002, reflected an asset
gap of $321 million, an improvement from a liability gap
of $369 million at December 31, 2001. This new static gap
analysis indicates that Trustmark is better positioned for
the possibility of a rising interest rate environment. 

The static gap analysis does not fully capture the impact of
interest rate movements on interest sensitive assets and
liabilities. The interest rate sensitivity tables that follow
provide additional information about Trustmark’s financial
instruments that are sensitive to changes in interest rates.
The quantitative information about market risk is limited
because it does not take into account operating transactions
or anticipated hedging instruments. Also, the tabular
disclosure of Trustmark’s market risk is limited by its failure
to accurately depict the effect on assumptions of significant
changes in the economy or interest rates as well as changes
in Management’s expectations or intentions. The information
in the interest rate sensitivity tables on page 60 reflects
contractual interest rate repricing dates and contractual
maturity (including principal amortization) dates except
where altered by the following assumptions:

❖ The scheduled maturities of mortgage-backed
securities and CMOs are adjusted by the industry
dealer prepayment speed for various coupon
segments of the portfolio. 

❖ Principal repayments of loans (other than residential
mortgages) and early withdrawals of deposits include
assumptions based on Management’s experience 
and judgment. 

❖ Changes in prepayment behavior of the residential
mortgage portfolio are based on the current
patterns of comparable mortgage-backed securities. 

❖ For indeterminate maturity deposit products (money
market, NOW and savings accounts), the tables
present principal cash flows based on Trustmark’s
historical experience, Management’s judgment and
statistical analysis, as applicable, concerning their
most likely withdrawal behaviors.

❖ Weighted average floating rates are based on the rate
for that product as of December 31, 2002 and 2001.

Trustmark uses derivatives to reduce interest rate exposures
by mitigating the interest rate risk of mortgage loans held for
sale and mortgage loans in process. Trustmark regularly enters
into derivative financial instruments in the form of forward
contracts as part of its normal asset/liability management
strategies. Forward contracts are agreements to purchase or
sell securities or other money market instruments at a future
specified date at a specified price or yield. Trustmark’s
obligations under forward contracts consist of commitments
to deliver mortgage loans, originated and/or purchased, in
the secondary market at a future date. 

Trustmark continued a risk controlling strategy utilizing
caps and floors, which may be further implemented over
time. During 2002, Trustmark sold its 5-year floor contract
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with a notional amount of $100 million and purchased an
additional 4-year cap contract with a notional amount of
$100 million. As of December 31, 2002, Trustmark had
interest rate cap contracts with notional amounts totaling
$300 million, which mature in 2006. The intent of utilizing
these financial instruments is to reduce the risk associated
with the effects of significant movements in interest rates.
Caps and floors, which are not designated as hedging
instruments for accounting purposes, are options linked to
a notional principal amount and an underlying indexed
interest rate. Exposure to loss on these options will increase
or decrease as interest rates fluctuate. 

Recent Pronouncements

In December 2002, the Financial Accounting Standards
Board (FASB) issued SFAS No. 148, “Accounting for Stock-
Based Compensation – Transition and Disclosure,” amending
SFAS No. 123, “Accounting for Stock-Based Compensation.”
Effective January 1, 2003, Trustmark adopted the provisions
of SFAS No. 123, as amended by SFAS No. 148, under the
prospective method. Under this method, Trustmark will apply
the recognition provisions to all awards granted, modified or
settled after January 1, 2003. The impact of this statement
on Trustmark’s consolidated financial position and results
of operations is not expected to be material. 

In November 2002, the FASB issued FASB Interpretation
No. 45, “Guarantor’s Accounting and Disclosure
Requirements for Guarantees, Including Indirect Guarantees
of Indebtedness of Others.” This interpretation elaborates
on the disclosures to be made by a guarantor in its interim
and annual financial statements about its obligations under
certain guarantees that it has issued. It also clarifies that a
guarantor is required to recognize, at the inception of a
guarantee, a liability for the fair value of the obligation
undertaken in issuing the guarantee. The initial recognition
and initial measurement provisions of this interpretation
are applicable on a prospective basis to guarantees issued
or modified after December 31, 2002, irrespective of the
guarantor’s fiscal year-end. The disclosure requirements in
this interpretation are effective for financial statements of
interim or annual periods ending after December 15, 2002.
The impact of this interpretation on Trustmark’s consolidated
financial position and results of operations is not expected
to be material. 

In October 2002, the FASB issued SFAS No. 147,
“Acquisitions of Certain Financial Institutions.” As of
October 1, 2002, this statement requires financial services
companies to subject all of their goodwill to annual impair-

ment tests instead of amortizing any goodwill previously
subject to SFAS No. 72, “Accounting for Certain Acquisitions
of Banking or Thrift Institutions.” This statement applies to
all new and past financial institution acquisitions, including
“branch acquisitions” that qualify as acquisitions of a
business, but excluding acquisitions between mutual
institutions. All acquisitions within the scope of SFAS No. 147
will now be governed by the requirements of SFAS No. 141,
“Business Combinations,” and SFAS No. 142, “Goodwill
and Other Intangible Assets.” Additionally, this statement
amends SFAS No. 144, “Accounting for the Impairment or
Disposal of Long-Lived Assets,” to include long-term
customer relationship intangible assets in its scope. Effective
October 1, 2002, these intangibles must be evaluated for
impairment. The adoption of this statement had no impact
on Trustmark’s consolidated financial position and results
of operations. 

In June 2002, the FASB issued SFAS No. 146, “Accounting
for Costs Associated with Exit or Disposal Activities.” This
statement addresses financial accounting and reporting for
costs associated with exit or disposal activities and nullifies
Emerging Issues Task Force Issue No. 94-3, “Liability
Recognition for Certain Employee Termination Benefits and
Other Costs to Exit an Activity (including Certain Costs
Incurred in a Restructuring).” SFAS No. 146 requires that a
liability for a cost associated with an exit or disposal activity
be recognized when the liability is incurred. The provisions
of this statement are effective for exit or disposal activities
that are initiated after December 31, 2002, with early
application encouraged. The impact of this statement on
Trustmark’s consolidated financial position and results of
operations is not expected to be material.
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Interest Rate Sensitivity Table
($ in thousands)

Estimated
December 31, 2002 2003 2004 2005 2006 2007 Thereafter Total Fair Value______________ ____________ ____________ ____________ ____________ ____________ ______________ ______________

Loans, Net
Fixed Rate . . . . . . $1,283,674 $683,449 $436,074 $266,986 $165,721 $270,216 $3,106,120 $3,199,807
Average Int Rate . 6.64% 7.24% 7.35% 6.78% 6.51% 6.38% 6.84%

Floating Rate . . . . $ 647,862 $168,279 $126,153 $108,939 $113,253 $271,989 $1,436,475 $1,436,475
Average Int Rate . 3.90% 3.29% 3.37% 3.27% 3.49% 3.06% 3.54%

Investment Securities
Fixed Rate . . . . . . $ 674,209 $339,747 $318,475 $204,734 $ 85,336 $187,916 $1,810,417 $1,839,370
Average Int Rate . 7.08% 3.94% 3.72% 3.97% 4.21% 4.32% 5.13%

Floating Rate . . . . $ 887 $ 169 $ 106 $ 67 $ 42 $ 79 $ 1,350 $ 1,350
Average Int Rate . 2.56% 4.21% 4.22% 4.22% 4.23% 4.23% 3.13%

Other Earning Assets
Floating Rate . . . . $ 23,957 – – – – – $ 23,957 $ 23,957
Average Int Rate . 1.41% – – – – – 1.41%

Interest-Bearing Deposits
Fixed Rate . . . . . . $1,279,358 $265,831 $114,833 $ 37,109 $ 43,708 $ 1,840 $1,742,679 $1,769,777
Average Int Rate . 2.58% 3.75% 4.71% 5.09% 4.65% 5.21% 3.02%

Floating Rate . . . . $ 601,275 $273,440 $273,440 $273,440 $270,782 – $1,692,377 $1,692,377
Average Int Rate . 0.81% 0.73% 0.73% 0.73% 0.73% – 0.76%

Other Interest-Bearing Liabilities
Fixed Rate . . . . . . $ 69,771 $ 50,000 $100,000 $ 75,243 – $ 5,945 $ 300,959 $ 332,990
Average Int Rate . 2.90% 4.65% 5.49% 5.60% – 5.53% 4.78%

Floating Rate . . . . $1,404,978 – – – – – $1,404,978 $1,404,978
Average Int Rate . 1.00% – – – – – 1.00%

Estimated
December 31, 2001 2002 2003 2004 2005 2006 Thereafter Total Fair Value______________ ____________ ____________ ____________ ____________ ____________ ______________ ______________

Loans, Net
Fixed Rate . . . . . . $1,296,150 $727,973 $497,001 $303,316 $215,132 $236,378 $3,275,950 $3,342,322
Average Int Rate . 7.45% 7.90% 6.99% 7.55% 7.22% 7.17% 7.60%

Floating Rate . . . . $ 521,975 $120,243 $ 97,913 $ 90,354 $ 72,406 $269,991 $1,172,882 $1,172,882
Average Int Rate . 4.56% 3.77% 3.63% 3.47% 3.82% 3.73% 4.08%

Investment Securities
Fixed Rate . . . . . . $ 509,427 $258,525 $302,006 $239,924 $151,669 $342,111 $1,803,662 $1,832,527
Average Int Rate . 5.68% 6.59% 6.68% 6.82% 6.86% 5.95% 6.28%

Floating Rate . . . . $ 930 $ 7,107 $ 13,729 $ 11,847 $ 9,923 $ 6,349 $ 49,885 $ 49,885
Average Int Rate . 3.83% 3.09% 3.00% 2.99% 2.98% 2.98% 3.02%

Other Earning Assets
Floating Rate . . . . $ 137,521 – – – – – $ 137,521 $ 137,521
Average Int Rate . 1.95% – – – – – 1.95%

Interest-Bearing Deposits
Fixed Rate . . . . . . $1,455,973 $241,892 $117,737 $ 40,929 $ 32,246 $ 151 $1,888,928 $1,915,258
Average Int Rate . 3.91% 4.41% 4.71% 6.34% 5.23% 6.59% 4.11%

Floating Rate . . . . $ 604,122 $238,789 $238,789 $238,789 $236,511 – $1,557,000 $1,557,000
Average Int Rate . 1.30% 1.07% 1.07% 1.07% 1.07% – 1.16%

Other Interest-Bearing Liabilities
Fixed Rate . . . . . . $ 72,047 – $ 50,000 $100,000 $ 75,000 – $ 297,047 $ 339,299
Average Int Rate . 3.11% – 4.65% 5.49% 5.60% – 4.80%

Floating Rate . . . . $1,524,146 – – – – – $1,524,146 $1,524,146
Average Int Rate . 1.49% – – – – – 1.49%

Management’s Discussion and Analysis of Financial Condition and Results of Operations__________________________________________________________________________________________________________________________________________________________

60

TRUSTMARK CORPORATION AND SUBSIDIARIES


